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a  description  of  the  data  sources  and  approach,  study 
methodology  and  findings,  occupation-specific  results  and 
age-earnings  profiles.  It  further  presents  a  longitudi¬ 
nal  analysis  and  conclusions. 


Accession  For 

NTIS  GRAM 

DTIC  TAB 

« 

Unannounced 
Justification — 

□ 

By 

_ 

Distribution/ 
Availability  Codes^ 
[Avail  and/or 


•:  ‘ ->>'•>-  >>'• 
Vv\  \-VvV\  Vv\- 

/v 

rf  'r-  T  "•< 

•  *.  ■  ,  ■ ,  >,•»■»  •  ■  i  »  j 


■  .-v  .’. .V  .V. >v.j 

V-W  -V  j 


i 

/• 

'\Jy 

i 

■\N  .**  v>'j 

w  A; 

.fCvN  .V  .*»  .  «  .**  .  *  4**j 

*  -“i*1 


Other  Volumes  Associated 
with  the 

Uniformed  Services  Retirement  Program  Study 


VOLUME  IA  SUPPORTING  APPENDIXES  TO  UNIFORMED  SERVICES  RETIREMENT 
SYSTEM  (A  -  G) 


Appendix 


Legislative  History 
Study  Background 

Comparison  to  Foreign  Military  Systems 
Comparison  to  Private-Sector  Systems 

Attachment  1.  Comparability  of  Military  and  Private  Sector 

Attachment  2.  Present  Value  of  Retirement 

Mobilization  Aspects  of  the  U.S.  Military  Retirement  System 

Retirement  Cost  Growth  Analyses 

Force  Structure/Retirement  Trends  and  Statistics 


VOLUME  IB  SUPPORTING  APPENDIXES  TO  UNIFORMED  SERVICES  RETIREMENT 
SYSTEM  (H  -  N) 


Appendix 


Defense  Manpower  Static  Model  (DMSM) 

Attachment  1.  DMSM  User's  Guide 
Annualized  Cost  of  Leaving  Model  (ACOL) 

Attachment  1.  Derivation  of  Tapered  Discount  Rates 
Attcahment  2.  ACOL  Application  to  U.  S.  Coast  Guard 
Attachment  3.  Personal  Discount  Rates 
Attachment  4.  ACOL  User's  Guide 

Attachment  5.  Retention  Effects  of  Alternative  Retirement 
Systems 

Model  Interface  Program 

Force  Requirements 

Supporting  Analysis  Data 

Social  Security  Integration 

Evaluation  of  Occupational  Force  Structures 


VOLUME  IC  SUPPORTING  APPENDIXES  TO  UNIFORMED  SERVICES  RETIREMENT 
SYSTEM  (P-0) 


Appendix 


P.  The  Post-Service  Earnings  History  File 

0.  Military  Retirees '  and  Separatees '  Post  Service  Earnings 


VOLUME  ID  DATA  REQUESTS  (RETIREMENT  AND  SURVIVOR  BENEFITS)  AND  RESPONSES 


VOLUME  IE  ADDITIONAL  DATA/ BACKGROUND  MATERIAL/COMPUTER  TAPE  FORMATS 


’  ■*  •'  *•".  •'  V,  w*.  /  j 

.•  v  .v.vj 


-•  *  V  *  *  *  -  *.•  “j 


V  /  VV  V.‘  .•  V* 


/-V . V- 


.*>'■/*  .**  *"•  /*  .*■] 
*  V  V  V  "J 


.  -  .  -A-  • 


•V'* 

1  • 


(9^ 


.v.-'  V-  •• 

-  -  *  '  *  O-'  V  -  <  •  % 

*  •  •  >  *  '  •*  •  «  •  ■ 
•  '  %  s’  •  -  *  .*  * 


•.V-  OV.1  >  V.  .•  .•  V. 


lee***  i 


SI 


9 


,s 

V 

* 

4 

V 

4 

V 

4 

■i 

** 

APPENDIX  P 

THE  POST-SERVICE  EARNINGS  HISTORY  FILE 


SURVEY  AND  MARKET  ANALYSIS  DIVISION 
DEFENSE  MANPOWER  DATA  CENTER 
KYLE  JOHNSON 


.'S V*', VwY V. ”-*j 
^  •  *  «•  <.*.*•••**  *^.  * « *1 

/  V  *.*  ^  -/  */  •,'] 

Li 

*  -  -  v#  .  -  •- 

*  v  v  * »  i 

-/V 


v;  :  w 


.V  . '  . 

I  .  ■  „  W  H 


l(0Wf - " 


>:•  ,-'yi 


■  ,-..v 

••  ■A/. 


.«fc  I 


*  -  *>\ 


Contents 


Introduction. 


File  Contents 


File  Format  and  Variable  Description .  3 


File  Format, 


Variable  Description  and  Coding  .  12 


Appendix  1:  Sample  Screening,  Stratification,  and  Selection  .  22 


Appendix  2:  Military  Occupation  Groups  .  25 


App  p 


t  i 


* 


-  •  *  *  -  -  *  -  * •**.*.■ 
■  ■  *  *  «  *  «  •  ■  1  •  '  ■  •  »  "  . 

k  •  ,  '  ,  *  l.  *  .  *  „  - 

*  ■  J»  *,*  »*  .•.*•„».*  I 

,V\\- .•  // 

*  *.*  •.*  V* 


.I-/*/*/-*  V*  V*  .*  • 


r 

V 


V V  W  /  -  - 

i  *  •  *  •  '  m  F  .  *  «.  *  *■  *  ,H  ’  •  *  » ' 


>  .-V  .v 


.•>A>,VvVv%.v 

r,  *  *  ■  «  •  I  *  .  *  *  *  •  «  *  4  « 


ir'^T'zrr  iSSs* 


VW-  .  -  V 

v .  v  _v..i — v.  vIjl-  O  v: 


n.‘v'.^V\n\ 

>s:-\ 


/•AW 


*.  /. 

v  ’-." 


>  ^  „s 

V  V  V 


,>>>.'•  ,•  .V 


.Vvv' 


.V.V.vV 


I.  Introduction 

The  5th  Quadrennial  Review  of  Military  Compensation  (QRMC)  was  established 
to  evaluate  in  relation  to  national  security  objectives,  the  adequacy  of  the 
military  retirement  system  and  certain  special  and  incentive  pays  received 
by  military  personnel.  The  Post-Service  Earnings  History  File  was  created 
from  data  in  the  files  of  the  Social  Security  Administration  (SSA),  the 
Internal  Revenue  Service  (IRS),  and  the  Defense  Manpower  Data  Center  (DMDC) 
in  order  to  form  the  basis  for  an  assessment  of  the  post-service  earnings  of 
military  personnel.  Because  the  file  contains  earnings  data  over  a  number 
of  years  for  a  large  sample  of  individuals,  its  usefulness  will  extend  far 
beyond  the  purposes  of  the  QRMC;  in  cooperation  with  the  IRS,  DMDC  will 
continue  to  supplement  and  maintain  this  file.  Initially,  the  file  consists 
of  two  files,  with  data  from  SSA  and  IRS  records  respectively.  These  files 
will  be  merged,  and  information  on  additional  years'  earnings  of  the  sample 
members  will  be  added  as  it  becomes  available  from  IRS.  Occupational  data 
may  also  be  available  in  the  future. 

Further,  the  file  will  be  supplemented  with  samples  drawn  from  DMDC's  annual 
separation  files  in  later  years. 

II.  File  Contents 

The  file  contains  three  types  of  data,  taken  from  three  sources  of  admin¬ 
istrative  records.  For  each  individual  we  first  have  a  group  of  variables 
which  simultaneously  describe  the  individual  and  define  the  cell  structure 
of  the  file.  These  variables,  derived  from  the  DMDC  Separatee  File  ("Loss 
File"),  include:  Branch  of  Service,  Years  of  Service,  Education,  Grade 
Level,  Year  of  Separation  from  the  Service  (1972-1980),  and  Military  Occupa¬ 
tion  Category.  Each  of  the  variables  is  categorical;  jointly,  their  values 
can  be  combined  in  82,944  ways.  Each  of  these  possible  combinations  (e.g. 
Army  veterans  of  five  years  service,  less  than  a  high  school  education,  pay 
grade  E6  or  below,  separated  in  1974,  with  an  occupation  in  the  combat  arms) 
defines  a  cell.  For  reasons  of  confidentiality  and  cost,  all  individuals  on 
the  file  are  members  of  cells  with  a  population  of  at  least  three.  For 
cells  with  a  population  greater  than  25,  a  random  sample  of  25  members  was 
drawn  for  the  file.  (See  Appendix  1,  "Sample  Screening,  Stratification, 
and  Selection,"  for  details  of  the  sampling  procedure.) 

Files  containing  these  variables,  together  with  Social  Security  Numbers, 
were  sent  to  SSA  and  IRS  to  obtain  the  second  group  of  variables,  the  annual 
reported  income  for  each  individual.  Those  agencies  matched  the  income 
data  to  the  file  using  the  Social  Security  Number,  which  was  then  removed 
before  the  merged  data  were  returned  to  DMDC. 


App  p 


83 


-  W  \  T  “• 


gr 


"  TT  -TT-  .  -  .  <v 


Oata  from  the  Social  Security  Administration  included  reported  W-2  earnings 
up  to  the  Social  Security  reporting  ceiling  for  years  1973  to  1981.  Also, 
only  earnings  from  Social  Security  covered  employment  were  reported. 

From  IRS,  W-2  earnings  were  reported  up  to  a  confidentiality  ceiling  of 
$150,000,  but  only  for  years  1979-1981.  In  both  cases,  earnings  were  only 
reported  for  an  individual  beginning  with  the  year  following  his  or  her 
separation  from  the  Service. 

Finally,  each  record  carries  a  group  of  cell-specific  aggregate  variables. 
Like  the  first  group,  the  cell -structure  variables,  these  are  common  to  all 
observations  in  a  cell.  Unlike  that  group,  however,  these  variables 
describe  the  cell  rather  than  the  individual  and  represent  "measurement  with 
error"  when  applied  at  the  individual  level  of  observation.  These  variables 
include  the  percent  distributions  of  the  cell  by  AFQT  category  and  paygrade, 
mean  AFQT  score,  mean  age  and  education,  the  longest,  shortest,  and  median 
time  in  grade,  and  the  sampling  rate  for  the  cell.  Where  sampling  was  done 
(cells  of  size  25  or  greater)  these  aggregate  variables  refer  to  the  sample 
and  not  to  the  cell  population  from  which  it  was  drawn. 

The  next  section  presents  copies  of  the  file  record  layouts  followed  by  a 
variable-by-variable  description  of  the  coding.  Note  that  presently  there 
are  four  distinct  subfiles,  each  with  its  own  layout:  IRS  officer,  IRS 
enlisted,  SSA  officer,  and  SSA  enlisted. 
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OFFICER  SAMPLE  POPULATION  WITH  IRS  DATA 


(*ROUP 

8EG 

POS. 

1 


GROUP 

END 

POS. 


ADORESS 


FIELD  DESCRIPTION 
GROUP/ELEMENT 


CELL  IDENTIFICATION  NUMBER 


1  SERVICE  CATEGORY 

2  RACE/SEX  CATEGORY 

4  YEAR  OF  SERVICE  CATEGORY 

5  EDUCATION/GRADE  LEVEL  CATEGORY 

6  YEAR  OF  SEPARATION  CATEGORY 

7  MILITARY  OCCUPATION  CATEGORY 


78 


EARNINGS  FROM  IRS  DATA 


79 


162 


163 


294 


8 

- 

24 

FILLER 

25 

- 

30 

1973 

WAGE  EARNINGS 

31 

- 

36 

1974 

WAGE  EARNINGS 

37 

- 

42 

1975 

WAGE  EARNINGS 

43 

- 

48 

1976 

WAGE  EARNINGS 

49 

- 

54 

1977 

WAGE  EARNINGS 

55 

- 

60 

1978 

WAGE  EARNINGS 

61 

- 

66 

1979 

WAGE  EARNINGS 

67 

- 

72 

1980 

WAGE  EARNINGS 

73 

78 

1981 

WAGE  EARNINGS 

GI-BILL  DATA  FIELDS 

79 

84 

1972 

AVERAGE  ALLOTMENT 

85 

- 

87 

1972 

PARTICIPATION  PERCENTILE 

88 

- 

93 

1973 

AVERAGE  ALLOTMENT 

94 

- 

96 

1973 

PARTICIPATION  PERCENTILE 

97 

- 

102 

1974 

AVERAGE  ALLOTMENT 

103 

- 

105 

1974 

PARTICIPATION  PERCENTILE 

106 

- 

111 

1975 

AVERAGE  ALLOTMENT 

112 

- 

114 

1975 

PARTICIPATION  PERCENTILE 

115 

- 

120 

1976 

AVERAGE  ALLOTMENT 

121 

- 

123 

1976 

PARTICIPATION  PERCENTILE 

124 

- 

129 

1977 

AVERAGE  ALLOTMENT 

130 

- 

132 

1977 

PARTICIPATION  PERCENTILE 

133 

- 

138 

1978 

AVERAGE  ALLOTMENT 

139 

- 

141 

1978 

PARTICIPATION  PERCENTILE 

142 

- 

147 

1979 

AVERAGE  ALLOTMENT 

148 

- 

150 

1979 

PARTICIPATION  PERCENTILE 

151 

- 

156 

1980 

AVERAGE  ALLOTMENT 

157 

• 

159 

1980 

PARTICIPATION  PERCENTILE 

160 

- 

162 

TOTAL  PARTICIPATION  PERCENTILE 

CARRY- 

-ALONG  VARIABLES 

163 

_ 

165 

f€AN  AGE  @  LAST  ENTRY 

166 

- 

168 

MEAN 

AGE  9  LAST  SEPARATION 

169 

- 

171 

MEAN 

ED  9  LAST  SEPARATION 

172 

- 

174 

%  ED 

<  HIGH  SCHOOL 

175 

- 

177 

%  ED  WITH  SOME  HIGH  SCHOOL 

178 

- 

180 

%  ED  WITH  SOME  COLLEGE 
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181  - 

183 

%  ED  COLLEGE  GRAD. 

184  - 

186 

X  ED  WITH  ADV.  DEGREES 

187  - 

189 

%  W1 

190  - 

192 

%  W2 

193  - 

195 

%  W3 

196  - 

198 

X  W4 

199  - 

201 

X  01 

202  - 

204 

%  02 

205  - 

207 

%  03 

208  - 

210 

%  04 

211  - 

213 

%  05 

214  - 

216 

X  06 

217  - 

219 

%  07 

220  - 

222 

%  08 

223  - 

225 

%  09 

226  - 

228 

%  010 

229  - 

231 

%  Oil 

232  - 

234 

MEAN  COMM.  OFFICER  PGD. 

235  - 

237 

MEAN  ENTRY  YEAR 

238  - 

240 

%S0P1 

241  - 

243 

%S0P2 

244  - 

246 

%S0P3 

247  - 

249 

%S0P4 

250  - 

252 

%S0P5 

253  - 

255 

%S0P6 

256  - 

258 

%  0  DEPENDENTS 

259  - 

261 

%  1  DEPENDENT 

262  - 

264 

%  2  DEPENDENTS 

265  - 

267 

X  3  DEPENDENTS 

268  - 

270 

%  4+  DEPENDENTS 

271  - 

273 

X  1+  DEPENDENTS 

274  - 

276 

MEDIAN  TIME  IN  GRADE 

277  - 

279 

LONGEST  TIME  IN  GRADE 

280  - 

282 

SHORTEST  TIME  IN  GRADE 

283  - 

285 

MEAN  MONTHS  SINCE  SEPARATION 

286  - 

288 

%  BLACK  FEMALE 

289  - 

291 

X  NON-BLACK  FEMALE 

292  - 

294 

SAMPLING  RATE  (X) 

295  - 

299 

1979  FT-PT  EARNINGS  RATIO 

300  - 

304 

1980  FT-PT  EARNINGS  RATIO 

305  - 

309 

1981  FT-PT  EARNINGS  RATIO 

310  - 

313 

1979  ECI  INFLATOR 

314  - 

317 

1980  ECI  INFLATOR 

313  - 

321 

1981  ECI  INFLATOR 
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ffi 


E  SCR  I 
ELEME 


CELL  IDENTIFICATION  NUMBER 


SERVICE  CATEGORY 
RACE/SEX  CATEGORY 
YEAR  OF  SERVICE  CATEGORY 
EOUCATION/GRADE  LEVEL  CATEGORY 
YEAR  OF  SEPARATION  CATEGORY 
MILITARY  OCCUPATION  CATEGORY 


EARNINGS  FROM  SSA  DATA 


8-9  YEAR  OF  SEPARATION 

10  -  15  1972  WAGE  EARNINGS 

16  -  21  1973  WAGE  EARNINGS 

22  -  27  1974  WAGE  EARNINGS 

28  -  33  1975  WAGE  EARNINGS 

34  -  39  1976  WAGE  EARNINGS 

40  -  45  1977  WAGE  EARNINGS 

46  -  51  1973  WAGE  EARNINGS 

52  -  57  1979  WAGE  EARNINGS 

58  -  63  1980  WAGE  EARNINGS 

64  -  69  1981  WAGE  EARNINGS 

GI-BILL  OATA  FIELDS 

70  -  75  1972  AVERAGE  ALLOTMENT 

76  -  78  1972  PARTICIPATION  PERCENTILE 

79  -  84  1973  AVERAGE  ALLOTMENT 

85  -  87  1973  PARTICIPATION  PERCENTILE 

88-93  1974  AVERAGE  ALLOTMENT 

94  -  96  1974  PARTICIPATION  PERCENTILE 

97  -  102  1975  AVERAGE  ALLOTMENT 

103  -  105  1975  PARTICIPATION  PERCENTILE 

106  -  111  1976  AVERAGE  ALLOTMENT 

112  -  114  1976  PARTICIPATION  PERCENTILE 

115  -  120  1977  AVERAGE  ALLOTMENT 

121  -  123  1977  PARTICIPATION  PERCENTILE 

124  -  129  1978  AVERAGE  ALLOTMENT 

130  -  132  1978  PARTICIPATION  PERCENTILE 

133  -  138  1979  AVERAGE  ALLOTMENT 

139  -  141  1979  PARTICIPATION  PERCENTILE 

142  -  147  1980  AVERAGE  ALLOTMENT 

148  -  150  1980  PARTICIPATION  PERCENTILE 

151  -  153  TOTAL  PARTICIPATION  PERCENTILE 

CARRY- ALONG  VARIABLES 


f€AN  AGE  @  LAST  ENTRY 
MEAN  AGE  @  LAST  SEPARATION 
MEAN  ED  @  LAST  SEPARATION 
%  ED  <  HIGH  SCHOOL 
%  ED  WITH  SOME  HIGH  SCHOOL 
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169  -  171  %  ED  WITH  SOME  COLLEGE 

172  -  174  %  EO  COLLEGE  GRAD. 

175  -  177  %  EO  WITH  ADV.  DEGREES 

173  -  180  %  W1 

181  -  183  %  W2 

184  -  186  %  W3 

187  -  189  %  W4 

190  -  192  %  01 

193  -  195  *  02 

196  -  198  %  03 

199  -  201  %  04 

202  -  204  %  05 

205  -  207  %  06 

208  -  210  %  07 

211  -  213  *  08 

214  -  216  %  09 

217  -  219  %  010 

220  -  222  *  Oil 

223  -  225  MEAN  COMM.  OFFICER  PGD. 

226  -  228  MEAN  ENTRY  YEAR 

229  -  231  %S0P1 

232  -  234  *S0P2 

235  -  237  %S0P3 

238  -  240  %S0P4 

241  -  243  %S0P5 

244  -  246  %S0P6 

247  -  249  %  0  DEPENDENTS 

250  -  252  %  1  DEPENDENT 

253  -  255  %  2  DEPENDENTS 

256  -  258  %  3  DEPENDENTS 

259  -  261  %  4+  DEPENDENTS 

262  -  264  %  1+  DEPENDENTS 

265  -  267  MEDIAN  TIME  IN  GRADE 

268  -  270  LONGEST  TIME  IN  GRADE 

271  -  273  SHORTEST  TIME  IN  GRADE 

274  -  276  MEAN  MONTHS  SINCE  SEPARATION 

277  -  279  %  BLACK  FEMALE 

280  -  282  %  NON-BLACK  FEMALE 

283  -  285  SAMPLING  RATE  (%) 

286  -  290  1972  FT-PT  EARNINGS  RATIO 

291  -  295  1973  FT-PT  EARNINGS  RATIO 

296  -  300  1974  FT-PT  EARNINGS  RATIO 

301  -  305  1975  FT-PT  EARNINGS  RATIO 

306  -  310  1976  FT-PT  EARNINGS  RATIO 

311  -  315  1977  FT-PT  EARNINGS  RATIO 

316  -  320  1978  FT-PT  EARNINGS  RATIO 

321  -  325  1979  FT-PT  EARNINGS  RATIO 

326  -  330  1980  FT-PT  EARNINGS  RATIO 

331  -  335  1981  FT-PT  EARNINGS  RATIO 

336  -  339  1972  PATCI/ECI  INFLATOR 

340  -  343  1973  PATCI/ECI  INFLATOR 

344  -  347  1974  PATCI/ECI  INFLATOR 

348  -  351  1975  PATCI/ECI  INFLATOR 

352  -  355  1976  PATCI/ECI  INFLATOR 

356  -  359  1977  PATCI/ECI  INFLATOR 

360  -  363  1973  PATCI/ECI  INFLATOR 

364  -  367  1979  PATCI/ECI  INFLATOR 

368  -  371  1980  PATCI/ECI  INFLATOR 

372  -  375  1981  PATCI/ECI  INFLATOR 
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OFFICER  SAMPLE  POPULATION  WITH  IRS  DATA 


SROUP 

(EG 

'OS. 

1 


GROUP 

END 

POS. 


78 


79 


88 


89 


172 


ADDRESS 


FIELD  DESCRIPTION 
GROUP/ELEMENT 


CELL  IDENTIFICATION  NUMBER 


1 

SERVICE  CATEGORY 

2 

RACE/SEX  CATEGORY 

3  - 

4 

YEAR  OF  SERVICE  CATEGORY 

5 

EDUCATION/GRADE  LEVEL  CATEGORY 

6 

YEAR  OF  SEPARATION  CATEGORY 

7 

MILITARY  OCCUPATION  CATEGORY 

EARNINGS  FROM  IRS  DATA  . 

8  - 

24 

FILLER 

25  - 

30 

1973  WAGE  EARNINGS 

31  - 

36 

1974  WAGE  EARNINGS 

37  - 

42 

1975  WAGE  EARNINGS 

43  - 

48 

1976  WAGE  EARNINGS 

49  - 

54 

1977  WAGE  EARNINGS 

55  - 

60 

1978  WAGE  EARNINGS 

61  - 

66 

1979  WAGE  EARNINGS 

67  - 

72 

1980  WAGE  EARNINGS 

73  - 

78 

1981  WAGE  EARNINGS 

SCETGOY  (10  DIGIT  CELL  IDENTIFIER) 

79 

SERVICE 

80 

RACE/SEX  CATEGORY 

81 

EDUCATION 

82 

PERSONNEL  TYPE 

83 

GRADE  LEVEL 

84 

MILITARY  OCCUPATION  CATEGORY 

85  - 

86 

YEAR  OF  SEPARATION 

87  - 

88 

YEAR  OF  SERVICE  GROUP  CATEGORY 

GI-BILL  DATA  FIELDS 

89  - 

94 

1972  AVERAGE  ALLOTMENT 

95  - 

97 

1972  PARTICIPATION  PERCENTILE 

98  - 

103 

1973  AVERAGE  ALLOTMENT 

104  - 

106 

1973  PARTICIPATION  PERCENTILE 

107  - 

112 

1974  AVERAGE  ALLOTMENT 

113  - 

115 

1974  PARTICIPATION  PERCENTILE 

116  - 

121 

1975  AVERAGE  ALLOTMENT 

122  - 

124 

1975  PARTICIPATION  PERCENTILE 

125  - 

130 

1976  AVERAGE  ALLOTMENT 

131  - 

133 

1976  PARTICIPATION  PERCENTILE 

134  - 

139 

1977  AVERAGE  ALLOTMENT 

140  - 

142 

1977  PARTICIPATION  PERCENTILE 

143  - 

148 

1978  AVERAGE  ALLOTMENT 

149  - 

151 

1978  PARTICIPATION  PERCENTILE 

152  - 

157 

1979  AVERAGE  ALLOTMENT 

158  - 

160 

1979  PARTICIPATION  PERCENTILE 

161  - 

166 

1980  AVERAGE  ALLOTMENT 
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167  -  169  1980  PARTICIPATION  PERCENTILE 

170  -  172  TOTAL  PARTICIPATION  PERCENTILE 


CARRY -ALONG  VARIABLES 


173  -  182 
183  -  185 
186  -  188 
189  -  191 
192  -  194 
195  -  197 
198  -  200 
201  -  203 
204  -  206 
207  -  209 
210  -  212 
213  -  215 
216  -  218 
219  -  22 1 
222  -  224 
225  -  227 
228  -  230 
231  -  232 
233  -  235 
236  -  238 
239  -  241 
241  -  244 
245  -  247 
248  -  250 
251  -  253 
254  -  256 
257  -  259 
260  -  262 
263  -  265 
266  -  268 
269  -  271 
272  -  274 
275  -  279 
280  -  284 
285  -  289 
290  -  293 
294  -  297 
298  -  301 


SCETGOY  (10  DIGIT  CELL  IDENT.) 

*  CAT1,  CAT2,  CAT3A 

*  CAT3B 
X  CAT 4 
MEAN  AFQT 

MEAN  AGE  @  LAST  ENTRY 

MEAN  AGE  @  LAST  SEPARATION 

MEAN  EDUCATION  AT  LAST  SEPARATION 


X  E9 

MEAN  PAYGRADE 
f€AN  ENTRY  YEAR 
*  0  DEPENDENTS 
%  1  DEPENDENT 
X  2  DEPENDENTS 
X  3  DEPENDENTS 
X  4  OR  MORE  DEPENDENTS 
X  1  OR  MORE  DEPENDENTS 
f€DIAN  TIME  IN  GRADE 
LONGEST  TIME  IN  GRADE 
SHORTEST  TIME  IN  GRADE 
f€AN  MONTHS  SINCE  SEPARATION 
X  BLACK  FEMALE 
X  NON-BLACK  FEMALE 
SAMPLING  RATE  (X) 

1979  FT-PT  EARNINGS  RATIO 

1980  FT-PT  EARNINGS  RATIO 

1981  FT-PT  EARNINGS  RATIO 

1979  ECI  INFLATOR 

1980  ECI  INFLATOR 

1981  ECI  INFLATOR 


A. 
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OFFICER  SAMPLE  POPULATION  WITH  SSA  DATA 


ADDRESS 


FIELD  DESCRIPTION 
6R0UP/ELEMENT 


CELL  IDENTIFICATION  NUMBER 


SERVICE  CATEGORY 
RACE/SEX  CATEGORY 


3 

-  4 

YEAR  OF  SERVICE  CATEGORY 

5 

EDUCATION/GRADE  LEVEL  CATEGORY 

6 

YEAR  OF  SEPARATION  CATEGORY 

7 

MILITARY  OCCUPATION  CATEGORY 

SCETGOY  (10  DIGIT  CELL  IDENTIFIER) 

8 

SERVICE 

9 

RACE/SEX  CATEGORY 

10 

EDUCATION 

11 

PERSONNEL  TYPE 

12 

GRADE  LEVEL 

13 

MILITARY  OCCUPATION  CATEGORY 

14 

-  15 

YEAR  OF  SEPARATION 

16 

-  17 

YEAR  OF  SERVICE  GROUP  CATEGORY 

SSA 

DATA 

18 

-  19 

YEAR  OF  SEPARATION 

20 

-  25 

1972  EARNINGS 

26 

-  31 

1973  EARNINGS 

32 

-  37 

1974  EARNINGS 

38 

-  43 

1975  EARNINGS 

44 

-  49 

1976  EARNINGS 

50 

-  55 

1977  EARNINGS 

56 

-  61 

1978  EARNINGS 

62 

-  67 

1979  EARNINGS 

68 

-  73 

1980  EARNINGS 

74 

-  79 

1981  EARNINGS 

GI-BILL  DATA  FIELDS 

80 

-  85 

1972  AVERAGE  ALLOTMENT 

86 

-  88 

1972  PARTICIPATION  PERCENTILE 

89 

-  94 

1973  AVERAGE  ALLOTMENT 

95 

-  97 

1973  PARTICIPATION  PERCENTILE 

98 

-  103 

1974  AVERAGE  ALLOTMENT 

104 

-  106 

1974  PARTICIPATION  PERCENTILE 

107 

-  112 

1975  AVERAGE  ALLOTMENT 

113 

-  115 

1975  PARTICIPATION  PERCENTILE 

116 

-  121 

1976  AVERAGE  ALLOTMENT 

122 

-  124 

1976  PARTICIPATION  PERCENTILE 

125 

-  130 

1977  AVERAGE  ALLOTMENT 

131 

-  133 

1977  PARTICIPATION  PERCENTILE 

134 

-  139 

1978  AVERAGE  ALLOTMENT 

140 

-  142 

1978  PARTICIPATION  PERCENTILE 

143 

-  148 

1979  AVERAGE  ALLOTMENT 

149 

-  151 

1979  PARTICIPATION  PERCENTILE 

App  P 
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H  152  -  157  1980  AVERAGE  ALLOTMENT 

I  158  -  160  1980  PARTICIPATION  PERCENTILE 

?  161  -  163  TOTAL  PARTICIPATION  PERCENTILE 

*3  164  265  CARRY-ALONG  VARIABLES 


164  -  173  SCETGOY  (10  DIGIT  CELL  IDENT.) 

174  -  176  *  CAT1 ,  CAT 2,  CAT3A 

177  -  179  *  CAT3B 

180  -  182  X  CAT 4 

183  -  185  MEAN  AFQT 

186  -  188  MEAN  AGE  AT  LAST  ENTRY 

189  -  191  (MEAN  AGE  AT  LAST  SEPARATION 

192  -  194  MEAN  EDUCATION  AT  LAST  SEPARATION 

195  -  197  *  El 

198  -  200  X  E2 

201  -  203  X  E3 

204  -  206  X  E4 

207  -  209  *  E5 

210  -  212  X  E6 

213  -  215  X  E7 

216  -  218  X  E8 

219  -  221  X  E9 

222  -  223  MEAN  PAYGRADE 

224  -  226  l€AN  ENTRY  YEAR 

227  -  229  X  0  DEPENDENTS 

230  -  232  X  1  DEPENDENT 

233  -  235  X  2  DEPENDENTS 

236  -  238  X  3  DEPENDENTS 

239  -  241  X  4  OR  MORE  DEPENDENTS 

242  -  244  XI  OR  MORE  DEPENDENTS 

245  -  247  MEDIAN  TIME  IN  GRADE 

248  -  250  LONGEST  TIME  IN  GRADE 

251  -  253  SHORTEST  TIME  IN  GRADE 

254  -  256  MEAN  MONTHS  SINCE  SEPARATION 

257  -  259  X  BLACK  FEMALE 

260  -  262  X  NON-BLACK  FEMALE 

263  -  265  SAMPLING  RATE  (X) 

266  -  270  1972  FT-PT  EARNINGS  RATIO 

271  -  275  1973  FT-PT  EARNINGS  RATIO 

276  -  280  1974  FT-PT  EARNINGS  RATIO 

281  -  285  1975  FT-PT  EARNINGS  RATIO 

286  -  290  1976  FT-PT  EARNINGS  RATIO 

291  -  295  1977  FT-PT  EARNINGS  RATIO 

296  -  300  1978  FT-PT  EARNINGS  RATIO 

301  -  305  1979  FT-PT  EARNINGS  RATIO 

306  -  310  1980  FT-PT  EARNINGS  RATIO 

311  -  315  1981  FT-PT  EARNINGS  RATIO 

316  -  319  1972  PATCI/ECI  INFLATOR 

320  -  323  1973  PATCI/ECI  INFLATOR 

324  -  327  1974  PATCI/ECI  INFLATOR 

328  -  331  1975  PATCI/ECI  INFLATOR 

332  -  335  1976  PATCI/ECI  INFLATOR 

336  -  339  1977  PATCI/ECI  INFLATOR 

340  -  343  1978  PATCI/ECI  INFLATOR 

344  -  347  1979  PATCI/ECI  INFLATOR 

348  -  351  1980  PATCI/ECI  INFLATOR 

352  -  355  1981  PATCI/ECI  INFLATOR 

App  p 


IRS  Officer  File 


Variable  Description  and  Coding 


GROUP  I:  Cell  Identification  Number.  These  variables  define  the  cells. 


(1)  Service  Category 


(2)  Race/Sex  Category 


(3)  Year  of  Service  (YOS)  Category 
(Year  during  which  individual 
separated,  equal  to  completed 
years  plus  one.) 

This  variable  is  used  to 
distinguish  separatees  (cate¬ 
gories  1-9)  from  retirees 
(categories  10-16).  If  the 
DMDC  separation  code  in  the 
Separatee  file  indicated  a 
retirement  in  a  year  before 
the  21st,  this  was  recoded 
to  21  (category  10).  In  some 
programs,  such  retirement  is 
possible.  Note  that,  among 
others,  disability  retirements 
were  excluded  from  the  sample 
(see  Appendix  1). 

(4)  Education/Grade  Level  Category 

In  the  "officer"  subfiles,  codes 
1-4  will  not  appear.  Codes  5-8 
will  not  appear  in  the  "enlisted" 
subfiles. 


12 


1  =  Army 

2  =  Navy 

3  =  Marine  Corps 

4  =  Air  Force 

1  *  Female 

2  =  Black,  Male 

3  ■  Nonblack,  Male 

1  =  years  3  or  4 

2  =  year  5 

3  =  years  6,  7 

4  =  years  8,  9 

5  =  years  10,  11 

6  *  years  12,  13 

7  *  years  14,  15 

8  =  years  16,  17 

9  =  years  18-20 

10  *  year  21 

11  *  year  22 

12  *  year  23 

13  *  years  24,  25 

14  *  years  26,  27 

15  *  years  28-30 

16  =  years  31  and  up 


1  *  Enlisted,  less  than 

high  school  graduate, 
grade  E6  and  below. 

2  *  Enlisted,  less  than 

high  school  graduate, 
grade  E7  and  above. 

3  =  Enlisted,  high  school 

graduate  and  above,  grade 
E6  and  below. 

4  =  Enlisted,  high  school 

graduate  and  above, 
grade  E7  and  above. 

5  =  Officer,  less  than  a  high 

school  graduate,  warrant 
officers  through  grade  04. 

6  =  Officer,  less  than  high 

school  graduate  grade  05 
and  above. 

7  =  Officer,  high  school  and 

above,  warrant  officers 
thorugh  grade  04. 

8  =  Officer,  high  school  Aand  p 

above,  grades  05  and  a^bve 

App  P 


IRS  Officer  File  (Confd) 
(5)  Year  of  Separation 


In  development  work,  this 
variable  was  commonly 
abbreviated  YOS;  "Year  of 
Service"  was  called  LOS, 
for  "Length  of  Service." 

Later  years  of  separation  will 
be  added  as  data  become  avail¬ 
able. 

(6)  Military  Occupation  Category 

As  Indicated,  codes  are 
Interpreted  differently  for 
officers  and  enlisted  personnel. 
See  Appendix  2  for  a  compre¬ 
hensive  tabulation  of  these 
codes  In  terms  of  OoD  and 
Service  occupational  specialty 
codes. 


•  -•  .  „  .  A 


1  «  1972 

2  -  1973 

3  ■  1974 

4  -  1975 

5  -  1976 

6  -  1977 

7  *  1978 

8  -  1979 

9  =  1980 


Officer  Enlisted 


1  =  Combat 

2  *  Aviation 


3  a  Scientist 

Engineer 

4  *  Adminis¬ 

tration, 

Logistics 

5  *  Medical , 

Dental 

6  *  Other 


1  *  Combat 

2  =  Electronics, 

Communications, 

Intelligence 

3  »  Electrician, 

Mechanic, 

Craftsman 

4  *  Medical , 

Dental 

5  »  Support, 

Administration, 
Service,  Supply 

6  *  Other 


GROUP  II:  Earnings  from  IRS  Data 

These  fields  report  tax-year  earnings  as  reported  on  W-2  forms.  The 
1973-1978  fields  are  blank.  For  1979,  80,  and  81,  earnings  are  truncated 
at  the  $150,000  level.  Earnings  are  only  reported  for  years  following  the 
individual's  year  of  separation  from  the  Service.  These  earnings  are  not 
cell  averages;  they  are  the  individual's  actual  reported  earnings. 

GROUP  III:  Carry-Along  Variables 

(A)  GI  Bill  Data  Fields 

For  year  1972-80,  these  variables  indicate  (1)  the  average  allotment 
received  by  recipients  (i.e.,  averaged  only  over  recipients,  not  over 
the  full  cell)  of  GI  Bill  educational  benefits,  and  (2)  the  par¬ 
ticipation  percentile,  or  percent  of  the  cell  who  received  benefits. 

(B)  "Carry  Along"  (or  "carry-on")  Variables 

1  Mean  Age  at  Least  Entry 

2  Mean  Age  at  Last  Separation 

3  Mean  Education  at  Last  Separation 

It  is  possible  and  fairly  common  for  a  person  to  separate 
and  reenlist  more  than  once,  and  therefore  appear  more  than 
once  in  the  DMDC  Separatee  file  from  which  this  sample  was 
taken.  In  such  cases,  only  the  last  separation  was  taken 
for  the  person  (see  Appendix  1  for  the  distribution  of 
multiple  separation). 

4-8  Percent  Frequency  Distribution  of  Educational  Level 

4  -  Education  less  than  high  school 

5  -  High  school  graduate 

6  -  Some  college 

7  -  College 

8  -  Advanced  degree 

9-23  Percent  Frequency  Distribution,  by  Pay  Grade 
24  Mean  Commissioned  Officer  Pay  Grade 
This  is  the  two-digit  DMDC  pay  code: 

1-9  El  -  E9 

10  Warrant  Officer,  Unknown 
11-14  W1  -  W4 

20  Officer,  unknown 
21-31  01  -  Oil 
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(B ).  "Carry  Along"  (or  "carry-on")  Variables  (Cont'd) 


Mean  Entry  Year 


Coded  by  last  two  digits  of  calendar  year,  e.g.,  54  =  1954 
26-31  Percent  Frequency  Distribution,  Source  of  Procurement 


-  S0P1: 

-  SOP  2: 

-  SOP  3: 

-  S0P4: 


-  SOP  6: 


Military  Academy 

ROTC  (scholarship  or  nonscholarship) 

OCS  or  OTS  (direct  or  in-service 
procurement) 

Direct  appointment  (physician,  dentist  or 
other  direct  appointment) 

Aviation  Training  Program  (other  than 
OCS  or  OTS) 

Other  or  unknown 


32-36  Percent  Frequency  Distribution 

Number  of  dependents  (0,  1,  2,  3,  4+  dependents) 

37  Percent  with  one  or  more  dependents 

38  Median  Time-in-Grade 

39  Longest  Time-in-Grade 

40  Shortest  Time-in-Grade 

Time  in  person's  current  pay  grade  -  in  months 

41  Sampling  Rate 

For  cells  from  a  universe  with  a  population  of  more  than  25, 
only  25  individuals  were  randomly  sampled.  The  sampling 
rate  is  given  here. 

45-47  Full-Time/Part-Time  Earnings  Ratios 

The  earnings  data  we  have  do  not  distinguish  between  earn¬ 

ings  at  full-time  and  part-time  work.  Using  data  from  the 
1980  Census  (Public  Use  Microdata  Sample  A),  we  define 
groups  of  veterans  roughly  comparable  to  the  file  cells  in 
age  (in  each  year  for  which  we  have  IRS  data),  length  of 
service  (retired  or  not  retired),  and  likely  officer  or 
enlisted  status  defined  by  attained  education  level  and 
occupation:  for  these  groups,  ratios  of  the  average  earn¬ 
ings  of  full-time  workers  to  average  earnings  of  all 
workers  were  computed.  These  ratios  can  be  used  to  inflate 
the  earnings  on  this  file  to  a  "full-time  equivalence. " 
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Warning:  some  of  the  comparability  groups  in  the  Census 
sample  were  quite  small  and  the  full-time  earnings  ratios  do 
not  always  make  a  smooth  profile  when  arranged  by  age. 

EC I  Inflator 

The  Employment  Cost  Index  was  used  to  create  these 
multipliers  to  inflate  earnings  to  1982  dollars;  1982  was 
chosen  as  the  year  of  comparability  for  all  studies  produced 
by  the  QRMC. 
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SSA  Officer  File. 

This  file  Is  Identical  to  the  IRS  officer  file,  except  for  the  earn¬ 
ings  field.  SSA  earnings  cover  potentially  more  years  than  IRS  (going 
back  to  1973,  the  year  following  the  earliest  year  of  separation  from  the 
Service  in  the  file).  Earnings  are  reported  only  for  workers  in  occupa¬ 
tions  or  industries  covered  by  Social  Security,  and  only  up  to  the  ceiling 
on  FICA  taxable  earnings. 
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Variable  Description  and  Coding 
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IRS  Enlisted  File 

GROUP  I:  Cell  Identification  Number. 

These  variables  are  defined  exactly  as  in  the  Officer  files. 
"SCETGOY"  (Service,  Category,  Education,  Type,  Grade,  Occupation,  Year) 
repeats  the  same  information  as  the  Cell  ID  variables. 


(1)  Service  Category 


(2)  Race/Sex  Category 


(3)  Education 


(4)  Personnel  Type 


(5)  Grade  Level 


(6)  Military  Occupation  Category 


1  =  Army 

2  =  Navy 

3  =  Marine  Corps 

4  =  Air  Force 

1  =  Female 

2  =  Black,  Male 

3  =  Nonblack,  Male 


1  =  less  than  high  school  grad¬ 

uate. 

2  =  high  school  graduate  and 

higher. 


1  =  Enlisted 

2  =  Officer 

1  =  Grade  E6  and  below  for 

enlisted,  or  warrants  and 

04  and  below  for  officers. 

2  =  Grade  E7  and  above  for 

enlisted,  05  and  above  for 
officers . 


Officer 

1  =  Combat 

2  =  Aviation 


3  =  Scientist 

Engineer 

4  =  Adminis¬ 

tration, 

Logistics 

5  =  Medical , 

Dental 

6  =  Other 


Enl i sted 

1  =  Combat 

2  =  Electronics, 

Communications, 
Intel igence 

3  =  Electrician, 

Mechanic , 
Craftsman 

4  =  Medical , 

Dental 

5  =  Support, 

Administration, 
Service,  Supply 

6  =  Other 


App  P 


■  *  -  -[y. 


• .  -  „  •  .*  ■  V1* . 


>>x-: 


'•  “•  ,  ’*  /■  /•  ,  *  .  •  .  .  '  t 

.-V J 


■  ’  s  v-v 
«  *  -r 


.•  oa>.v  -s  ■sA- 


■«#•**>■»#  A'vwr#--  •* 


IRS  Enlisted  File  (Cont'd) 


(7)  Year  of  Separation 


(8)  Year  of  Service  (YOS)  Category 


1  =  1972 

2  =  1973 

3  =  1974 

4  =  1975 

5  =  1976 

6  =  1977 

7  =  1978 

8  =  1979 

9  =  1980 

1  =  years  3  or  4 

2  =  year  5 

3  =  years  6,  7 

4  =  years  8,  9 

5  =  years  10,  11 

6  =  years  12,  13 

7  =  years  14,  15 

8  »  years  16,  17 

9  =  years  18-20 

10  =  year  21 

11  =  year  22 

12  =  year  23 

13  =  years  24,  25 

14  =  years  26,  27 

15  =  years  28-30 

16  =  years  31  and  up 


(These  "SCETG0Y"  codes  are  repeated  twice,  once  before  the  GI  Bill 
data  fields  and  once  before  the  "Carry  Along  Variables.") 


Group  II,  IIIA:  The  GI  Bill  fields  and  the  wage  earnings  fields  are 
exactly  as  described  for  the  IRS  Officer  file. 


Group  1 1  IB:  The  carry-along  variables  for  enlisted  people  differ  slightly 
from  those  of  officers. 


(9)  *  Cat  1,  Cat  2,  Cat  3A 

i 

|  (10)  X  Cat  3B 
\  (11)  X  Cat  4 

|  These  three  variables  give  a  %-frequency  distribution  of  the  cell  by 

]  AFQT  test  category.  Categories  1,  2,  and  3A,  comprising  the  upper 

fifty  percent  of  the  normal  AFQT  distribution,  are  grouped  together. 


(12) 


Mean  AFQT 


(13)  Mean  Age  at  Last  Entry 


(14)  Mean  Age  at  Last  Separation 

(15)  Mean  Education  at  Last  Separation 


(16-24)  X  El 


%  E9 

These  nine  variables  provide  a  X-frequency  distribution  of  the 
cell  by  enlisted  pay  grade. 

(25)  %  0  dependents 

(26)  X  1  dependent 

(27)  %  2  dependents 

(28)  X  3  dependents 

(29)  X  4  or  more  dependents 

(30)  X  1  or  more  dependents 

These  variables  provide  the  cell  distribution  of  number  of 
dependents . 

(31)  Median  Time-in-Grade 

(32)  Longest  Time-in-Grade 

(33)  Shortest  Time-in-Grade 

(34)  Mean  Months  Since  Separation 

(35)  X  Black  Female 

(36)  X  Non-Black  Female 

(37)  Sampling  Rate 
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SSA  Enlisted  File 


The  contents  of  this  file  are  the  same  as  those  of  the  IRS  Enlisted 
file,  except  that  Earnings  are  reported  for  the  same  years  and  with  the 
same  coverage  as  described  in  the  SSA  Officer  File.  Variables  are  ordered 
slightly  differently  In  the  two  Enlisted  files  (see  the  layout  sheets  for 
details). 
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Appendix  1 


Sample  Screening,  Stratification,  and  Selection  from  DMDC 
Separation  Files  for  QRMC  Earnings  History  File 


1.  Screening 

The  DMDC  Separation  Files  contain  records  on  some  6.7  million  enlisted 
personnel  and  468,000  officers  who  have  separated  from  the  military  since 
1972.  Records  from  these  files  were  sampled  and  merged  with  earnings  data 
from  the  Internal  Revenue  Service  (IRS)  and  Social  Security  Administration 
(SSA)  in  order  to  provide  a  source  of  data  for  the  analysis  of  post-service 
earnings  of  military  personnel. 

The  DMDC  Separation  Files  are  organized  with  one  record  for  each 
separation  from  the  Service;  thus  a  given  Individual  may  appear  several 
times  if  he  or  she  had  discontinuous  service  in  the  military.  The  fre¬ 
quency  of  multiple  sep?  itions  is  shown  by  the  following  table. 


Enl isted 

Officers 

Individuals  on  file: 

6,680,242 

468,743 

Separations  per  individual: 

1.  5,390,843 

460,463 

2.  867,491 

7,740 

3.  308,683 

446 

4.  92,530 

62 

5.  18,032 

19 

6.  2,399 

6 

7.  242 

4 

8.  21 

2 

9.  1 

1 

For  those  with  multiple  separations,  only  the  last  separation  was  con¬ 
sidered.  From  the  above  totals,  observations  were  deleted  for  the 
following  criteria,  in  the  given  order. 


Total 

Separtion  date  out  of 
range  (1972-1980) 

Unknown 

Service  transaction 
separation 

Separated  for  medical 
disqualification 
Separated  for  death 
Entry  into  officer  program 
Undesirable  behavior  or 
performance 


Enlisted 

Officers 

6,680,242 

468,743 

-(1,838,363 

-(143,642 

5,745 

6 

846,203 

10,866 

206,739 

9,092 

22 ,029 

3,747 

60,148 

(NA) 

1,001,814 

18,047 

(Cont'd) 

Unknown  length  of  service 
Less  than  2  years  service 
Sex  unknown 
Males,  race  unknown 
Education  unknown 

Final  universe 

Sample  Stratification 


Enlisted 

1,295 

361,230 

4 

1,606 

14,620) 

2,320,446 


Officers 

862 

18,991 

45 

432 

7,730) 

255,284 


The  remaining  2,320,446  enlisted  personnel  and  255,284  officers  were 
arranged  in  cells  according  to  their  values  of  the  following  variables: 
service  (4  categories),  sex  and  race  (3  categories),  pay  grade  (low  and 
high:  2  categories),  education  (2),  year  of  separation  (9),  length  of  ser 
vice  (16),  and  occupation  category  (6).  This  results  in  a  possible  total 
of  41,472  cells  each  for  officers  and  enlisted;  however,  most  of  these 
cells  were  empty. 

These  cells  form  the  basis  for  our  sample  selection.  The  following 
table  shows  the  number  of  cells  we  have  for  various  cell  populations. 


Officers  _ 

Cell  No.  of  Total  No.  of 

Pooulation  Cells  Population  Ce 


1,299 

0 

26,82] 

,053 

5,278 

4,26; 

Enlisted 

Total 

Population 


10 

3 

20 

1 

25 

Total 


41,472 


202.180 


255,284 


41,472 


2.261.733 


2,320,446 


We  select  records  from  these  cells  using  the  following  method:  we 
select  everyone  (officers  and  enlisted)  from  cells  of  size  3  to  25  (and 
none  from  cells  of  size  1  or  2).  Then,  from  cells  of  size  26  or  higher,  we 
randomly  select  25  records.  This  results  in  the  following  sample  sizes: 
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Officers 


Enl i sted 


From  cells  3-25  47,826  53,033 

From  cells  26+  49,800  (25  x  1992)  117.050  (25  x  4682) 


Total 


97,626 


170,083 


Total  officers  and  enlisted:  267,709 
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Appendix  2 
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Military  Occupation  Groups 


Aggregate  occupation  codes  for  enlisted  personnel  were  based  on  the 
Primary  Occupation  Group  as  coded  in  OMDC's  "loss"  files.  In  the  loss 
files.  Primary  Occupation  is  given  as  a  three-digit  DoD  Occupation  Code,  a 
DoD-wlde  coding  scheme  based  on  the  Services'  individual  occupational 
classification  systems.  For  officers,  our  aggregate  occupation  codes  are 
based  on  the  DoD  code  (which  is  a  two-digit  code  for  officers),  with  many 
exceptions  based  on  the  more  detailed  Service-specific  Primary  Military 
Occupation  Specialty  code,  also  given  on  the  OMDC  loss  file.  For  a 
detailed  definition  and  a  concordance  between  the  DoD  and  Service  codes,  see 
Occupational  Conversion  Manual ,  Department  of  Defense  OASD/MRA&L,  publica- 
t ion  DoD  1312. 1-M.  Following  is  a  list  of  the  aggregation  occupation  codes 
contained  in  the  Post-Service  Earnings  History  File,  with  the  DoD  and 
Service  codes  that  are  contained  in  each. 

For  enlisted  people  the  aggregates  are  based  on  the  first  digit  of  the 
DoD  codes: 


Aggregate  Code 

1  (Combat) 

2  (Electronics,  Communica¬ 

tions,  Intelligence) 


3  (Electricians  and 

Mechanics,  Craftsmen) 

4  (Medical,  Dental) 

5  (Support,  Administration, 

Service,  and  Supply) 

6  (Other) 


DoD  One-Digit  Codes 

0  (Infantry,  Gun  Crews, 

and  Seamanship  Specialists) 

1  (Electronic  Eguipment 

Repairmen) 

2  (Communications  and 

Intelligence  Specialists) 

4  (Other  Technical  and  Allied 

Specialists) 

6  (Electrical/Mechanical  Equip- 

men  Repairmen) 

7  (Craftsmen) 

3  (Medical  and  Dental 

Specialists) 

5  (Support  and  Administration) 

8  (Service  and  Supply) 

9  (Non-occupational ) 


Occupation  coding  for  officers  was  more  complicated.  The  following 
pages  list,  by  Service  branch,  the  occupation  codes  within  each  of  the 
aggregates  used  on  the  Earnings  History  File.  These  are  defined  in  terms 
of  DoD  codes  and  Service-specific  military  occupation  codes  (MOS  or  Service 
Occ  Code).  In  these  tables,  "X"  is  used  as  a  place-holder.  MOS  14X  is  any 
three-digit  MOS  code  beginning  with  14. 
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Officer  Occupation  Categories 


ARMY 

(1)  Combat: 


OoO  Codes:  2E,  2F 

Plus  all  others  with  MOS  14X,  77X 

And  any  DoO  code  2G  not  elsewhere  classified. 


(2)  Aviation: 


DoD  Codes: 

2A,  2B, 

2C, 

2D 

1 

s%,4 

(3)  Scientists  and  Engineers 

m 

s» 

DoD  Codes: 

5A,  5B, 
4A,  4G, 

5C, 

4H, 

5D,  5J,  5L 

4M.  4C  (except  MOS  25X).  4K 

Plus  all  others  with  MOS  51 X 

or  old  MOS  75XX,  78XX,  79XX,  7750 
And  any  "DoD  ocdes  4X,  5X  not  elsewhere  classified. 

(4)  Administration  and  Logistics: 

DoD  Codes:  1A,  IB 

4B,  4D,  4E,  4F,  5E,  5K,  5M 

7A,  7C,  7D,  7E,  7F,  76,  7L,  7N 

8A,  8B,  8C,  80,  8E,  8F,  8G  (all  8's) 

Plus  old  MOS  48XX 

And  any  DoD  codes  IX  not  elsewhere  classified. 

(5)  Medical  and  Dental: 

DoO  Codes:  6X  (all  6' s) ,  7M 

(6)  Other: 

DoD  Codes:  2G  (except  MOS  14X) 

3A,  3B,  3C,  4J,  4L,  4N,  5F,  5G,  5H,  7B,  7H 
Plus  MOS  25X 


App  P 


•  Vv‘-  ‘"v /'s  \ 


a  /-  :• . 
W.v*  * 


• 

< ,  «*.  * 


•  •  .  •  V.  ^.  •  •  ,  •  .  ■  ■  », 

.  V  •rf-.V.'.'.V .v 
V  v\-  'j  ' 

*  v  v  •  VVV" 


•  \*  ’/  •  '■*  •*. 

•  V  V  v  v -■  *•*  *•*  .  . 

/•V-  .N  .  •  >..  /  •/ 


■-*  -  v  — 1 


-w— X  -  «.  -  fc  -  T.  ^  i  w 

-  >  \V. 


•  .■  v  ^  V  jj 

iwf* 


'<  *»V» 


*  A  .  ‘  .  •  ,  -  •  ■  •  *  •  * 

s’.s’  -  ’  .*  v"  %u 


%  t"  •.*  *!  i*  . 


Officer  Occupation  Categories 


(1)  Combat: 


Service  Occ  Codes:  62XX  to  65 XX  except  6582,  6583,  6584 

57W  to  6707 

90 XX  to  93 XX  except  9021,  9034,  9082 
9405,  9450,  9464,  9465 
9480,  9485,  9486 
3215 

And  any  other  DoD  code  2E  to  26  not  elsewhere 
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AIR  FORCE 
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Service  Occ  Codes:  0086,  18XX 
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classified. 

(5)  Medical  and  Dental: 

None 

(6)  Other: 
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Officer  Occupation  Categories 


ARMY  WARRANT 

(1)  Combat: 


(2)  Aviation: 

MOS  Codes:  10 XX 

(3)  Scientists  and  Engineers: 


(4)  Administrative  and  Logistics: 

All  those  not  In  the  other  5  categories. 

(5)  Medical  and  Dental: 


MOS  Codes:  01XX,  05XX  except  052A,  053A 


(6)  Other: 


MOS  Codes:  31XX,  44XX,  84XX,  95XX 

96 XX,  97XX,  98 XX,  052A,  053A 
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PREFACE 

This  report  analyzes  the  post-service  wage  and 
salary  earnings  of  former  military  personnel  relative 
to  comparably  aged  and  educated  Census  veterans.  Post¬ 
service  earnings  are  relevant  to  two  important 
issues:  1)  retention  behavior  of  current  military 
personnel  and  2)  the  well-being  of  former  military 
personnel  who  may  face  poor  earnings  prospects  in  their 
post-service  careers. 

The  report  was  prepared  for  the  Fifth  Quadrennial 
Review  of  Military  Compensation  and  was  written  by 
Richard  V.L.  Cooper,  John  Gunther-Mohr ,  Lucinda  Lewis, 
and  Robert  Zuraski.  Robert  Vandersluis  provided 
valuable  assistance.  The  report  gained  much  from  the 
analytic  support  of  Major  Roy  Smoker  of  the  Fifth 
Quadrennial  Review  of  Military  Compensation,  and  Zahava 
Doering,  Kyle  Johnson  and  Melanie  Martindale  of  the 
Defense  Manpower  Data  Center.  Finally,  the  analysis 
would  not  have  been  possible  without  the  construction 
of  the  data  bases  by  the  staff  of  the  Defense  Manpower 
Data  Center,  the  Internal  Revenue  Service  and  the 
Social  Security  Administration.  Substantial  effort 
over  a  very  short  time  frame  was  required  to  prepare 
the  data  bases  for  our  analysis. 
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The  military  compensation  system  has  been  an  impor¬ 
tant  public  policy  issue  for  at  least  the  past  15 
years.  The  Fifth  Quadrennial  Review  of  Military  Com¬ 
pensation  (QRMC)  was  officially  established  October  1, 
1982  to  evaluate  the  military  retirement  system  and 
certain  special  and  incentive  pays  received  by  military 
personnel,  in  relation  to  national  security  objectives, 
force  management  concerns,  and  cost.  For  the  Fifth 
QRMC,  Coopers  &  Lybrand  has  examined  the  post-service 
earnings  of  officers  and  enlisted  personnel  separating 
from  the  military  both  before  and  after  eligibility  for 
retirement  benefits. 

Post-service  earnings  have  a  potentially  signifi¬ 
cant,  although  indirect,  effect  on  two  important 
issues.  First,  individuals*  potential  post-service 
earnings  affect  retention  behavior.  Throughout  an 
individual’s  military  career,  the  opportunities  avail¬ 
able  in  the  civilian  work  force  will  have  an  influence 
on  the  individual's  decision  to  separate  or  remain. 
Second,  to  the  extent  that  the  earnings  of  those  sep¬ 
arating  or  retiring  from  the  military  are  lower  than 
their  civilian  peers,  the  welfare  of  former  military 
personnel  is  a  legitimate  concern. 

The  analysis  in  this  report  examines  a  new  data 
base  developed  for  the  Fifth  QRMC  by  the  Defense  Man¬ 
power  Data  Center,  the  Internal  Revenue  Service  and  the 
Social  Security  Administration.  The  data  are  drawn 
from  reliable,  consistent  records  covering  a  large 
sample  of  those  separating  before  retirement  eligibil¬ 
ity  (separatees)  as  well  as  those  retiring  after  20  or 
more  years  of  service  (retirees).  This  sample  of 
retirees  and  separatees  is  compared  to  a  subgroup  of 
the  Census  Public  Use  Microdata  Sample  comprised  of 
non-disabled  veterans  between  the  ages  of  16  and  65. 

The  pattern  of  financial  incentives  differs  for 
officers  and  enlisted  personnel,  as  shown  in  Figures  1 
and  2.  The  figures  depict  the  magnitude  of  the  post¬ 
service  earnings  differential  for  typical  officers  and 
enlisted  personnel  leaving  the  military  after  4,  8,  12, 
16,  20  and  25  years  Length  of  Service  (LOS).  The  earn¬ 
ings  differentials  portrayed  in  Figures  1  and  2  do  not 
include  the  effects  of  retirement  benefits  for 
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retirees.*  For  officers,  military  service  appears  to 
provide  valuable  experience  which  increases  post¬ 
service  earnings  relative  to  their  Census  veteran 
peers.  Figure  1  shows  that  officer  separatees  fare 
better  relative  to  their  civilian  peers  with  each  addi¬ 
tional  year  of  service  through  eight.  After  the  eighth 
year  post-service  earnings  decline  relative  to  the 
Census  veteran  comparison  group  with  each  additional 
year  of  service  through  25.  Officers  who  retire,  rather 
than  separate,  from  military  service  earn  slightly  less 
than  their  Census  veteran  peers,  but  fare  much  better 
than  those  individuals  who  separated  just  before  becom¬ 
ing  eligible  for  retirement  benefits. 

Enlisted  personnel  face  financial  disincentives  to 
remaining  in  military  service  beyond  their  fourth  year 
as  shown  in  Figure  2.  With  each  year  of  service  beyond 
four,  the  post-service  earnings  of  enlisted  personnel 
slip  further  and  further  behind  their  Census  veteran 
peers.  Enlisted  personnel  retiring  after  20  or  25 
years  of  service  earn  substantially  less  than  their 
Census  veterans  counterparts,  although  retirees  fare 
better  in  relation  to  Census  veterans  than  do  those 
enlisted  personnel  separating  with  16  to  19  years  of 
service. 

These  findings  about  the  effect  of  career  length 
hold  for  the  long-term  earnings  of  those  who  have 
weathered  the  transition  from  the  military  to  the  civ¬ 
ilian  work  force.  For  some  groups  the  transition  is 
not  smooth,  even  for  those  working  full  time.  Officer 
separatees  go  through  at  least  a  seven  year  period  when 
their  earnings  are  substantially  below  the’ir  long-term 
levels  relative  to  their  Census  veteran  counterparts, 
as  shown  in  Figure  1.  The  figure  shows  that  for 
officers  separating  after  different  length  careers,  the 
earnings  of  the  officer  separatees  increase  more 
rapidly  than  those  of  their  Census  peers. 


The  data  base  employed  allows  differentials  to  be 
estimated  directly  only  for  the  post-service 
periods  shown  in  figures  1  and  2.  When  longer  term 
comparisons  are  needed,  as  in  estimating  the  pre¬ 
sent  discounted  value  of  future  earnings,  it  is 
assumed  that  the  last  directly  calculated  differen¬ 
tial  remains  unchanged  throughout  the  individual's 
working  life. 
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In  contrast  to  officer  separatees  our  cross- 
sectional  analysis  of  officer  retirees’  1 98 1  earnings 
does  not  show  much  of  a  transition  period  during  which 
retirees’  earnings  rise  more  rapidly  than  the  earnings 
of  their  civilian  counterparts.  Figure  1  shows  only  a 
slight  reduction  in  the  earnings  differential  in  the 
first  four  years  of  retirement  for  officers  after  20- 
year  and  longer  careers.  However,  our  longitudinal 
analysis  indicates  that  there  is  a  transition  for 
officer  retirees  as  well  as  separatees,  as  did  Cooper's 
earlier  work  based  on  the  1977  Dod  Survey  of  Retirees. 

Enlisted  personnel  retiring  from  military  service 
after  twenty  years  or  more  and  working  full  time  in 
their  first  year  of  retirement  earn  about  $9,200  less 
than  their  Census  veteran  peers  also  working  full  time. 
As  shown  in  Figure  2,  this  gap  closes  to  about  $7,000 
after  the  first  year  of  retirement  and  narrows  by 
another  $700  over  the  retiree's  next  six  years  in  the 
civilian  work  force,  but  remains  near  $6,300  over  the 
remainder  of  the  retiree's  civilian  career.  As  with 
officer  retirees,  our  cross-sectional  analysis  does  not 
reveal  much  of  a  transition  effect  for  enlisted  sep¬ 
aratees,  but  our  longitudinal  analysis  does  indicate 
that  it  exists. 

Not  surprisingly ,  officers  and  enlisted  personnel 
working  in  different  military  occupations  do  not  fare 
equally  well  in  the  civilian  work  force.  In  general, 
those  with  timely  and  relevant  skills  fare  better  in 
their  post-service  careers.  Military  personnel  who 
worked  as  scientists,  engineers,  physicians  and  den¬ 
tists  earned  much  more,  on  average,  than  all  Census 
veterans,  and  earned  about  the  same  as  Census  veterans 
in  comparable  occupations.  Individuals  retiring  or 
separating  with  less  timely  skills  fared  worse  than 
Census  veterans  in  the  same  occupation.  For  example, 
retired  aviators  earned  less  than  all  Census  veterans 
and  much  less  than  Census  veteran  aviators.  In  con¬ 
trast,  aviators  who  separated  earlier  in  their  military 
careers  fared  much  better  in  their  post-service  employ¬ 
ment.  While  the  skills  of  both  groups  of  aviators  may 
be  similar,  the  retirees  appear  either  to  have  a 
greater  difficulty  finding  jobs  in  aviation  comparable 
to  those  they  held  in  the  military,  or  simply  to  have 
chosen  to  leave  the  field  of  aviation  for  lower-paying 
jobs . 
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The  prospect  of  declining  post-service  earnings 
relative  to  civilians  as  an  individual  stays  longer  in 
the  military  creates  financial  incentives  that  probably 
affect  the  decision  to  separate  or  retire.  The  nature 
of  these  financial  incentives  can  change  over  the 
course  of  an  individual's  career,  and  is  determined  in 
part  by  the  value  placed  on  military  experience  by  civ¬ 
ilian  employers,  as  well  as  the  structure  of  retirement 
pay  and  in-service  pay. 

One  measure  of  the  changing  financial  incentives  is 
the  present  discounted  value  of  expected  future  earn¬ 
ings  streams,  calculated  at  different  career  points  for 
military  personnel.  The  present  value  of  future  earn¬ 
ings  is  highest  for  an  eight-year  military  career 
length  for  officers  with  a  high  rate  of  time  preference 
(discount  rate).  For  those  officers  with  lower  rates 
of  time  preference,  the  present  value  of  expected 
future  earnings  (including  retirement  pay)  is  highest 
for  a  thirty-year  military  career  length.  For  enlisted 
personnel,  a  four-year  military  career  length  has  the 
highest  present  value  for  all  discount  rates  used.  For 
enlisted  males  remaining  in  the  military  longer  than 
four  years,  a  thirty-year  length  of  service  has  the 
highest  present  value.  Thus  financial  incentives  for 
officers  are  in  general  for  eight-year  career  lengths, 
and  for  enlisted  personnel  are  in  general  for  four-year 
career  lengths;  once  those  points  have  been  passed,  the 
financial  incentives  are  to  remain  until  retirement 
eligibility. 

The  analysis  in  this  report  provides  a  broad  under¬ 
standing  of  the  factors  affecting  the  post-service 
earnings  differentials  of  both  separatees  and  retirees. 
The  differences  between  retirees  and  separatees  can 
have  important  effects  on  retention  behavior.  To  the 
extent  that  separatees  working  full  time  fare  better 
than  full-time  retirees  in  their  post-service  careers, 
current  officers  and  enlisted  personnel  face  financial 
incentives  to  choose  shorter  military  careers  and  enter 
the  civilian  work  force  to  increase  their  post-service 
earnings  potential.  While  many  other  factors,  includ¬ 
ing  the  nature  of  retirement  benefits  as  well  as  non¬ 
economic  factors,  affect  retention  behavior,  the  anal¬ 
ysis  of  post-service  earnings  can  provide  policymakers 
important  insights  about  the  retention  behavior  of  cur¬ 
rent  officers  and  enlisted  personnel. 
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I.  INTRODUCTION 


The  military  compensation  system  has  beeq  an 
important  public  policy  issue  for  at  least  the  past  15 
years.  The  compensation  system  is  one  of  the 
military's  principal  tools  for  attracting  and  retaining 
the  required  number  and  types  of  personnel.  The 
compensation  system  also  has  important  consequences  for 
the  way  the  force  is  managed.  And,  the  compensation 
system  is  a  key  determinant  of  military  manpower 
costs.  It  is  thus  important  to  understand  the  nature 
of  the  incentives  for  military  personnel  to  remain  in 
or  leave  the  military,  so  that  military  manpower 
management  may  respond  to  changing  conditions  in  the 
civilian  marketplace  and  thereby  ensure  the  efficient 
satisfaction  of  changing  manpower  needs  to  meet 
national  security  objectives. 

To  address  these  issues,  the  Fifth  Quadrennial 
Review  of  Military  Compensation  (QRMC)  was  officially 
established  October  1,  1982  to  evaluate  the  military 
retirement  system  and  certain  special  and  incentive 
pays  received  by  military  personnel,  in  relation  to 
national  security  objectives,  force  management  con¬ 
cerns,  and  cost.  In  support  of  the  QRMC  effort, 
Coopers  &  Lybrand  has  examined  one  issue  related  to  the 
compensation  system,  the  post-service  wage  and  salary 
earnings  of  officers  and  enlisted  personnel  separating 
from  the  military  both  before  and  after  eligibility  for 
retirement  benefits. 

The  military  must  compete  with  civilian  employers 
to  both  attract  and  retain  personnel  with  the  needed 
skills  and  attributes.  Military  personnel,  just  as 
civilian  employees,  decide  whether  to  remain  in  their 
job  based  on  a  number  of  factors,  such  as  working 
conditions,  geographic  location,  career  prospects, 
current  salary  and  other  earnings  opportunities.  This 
report  focuses  on  only  one  factor,  the  potential  post¬ 
service  wage  and  salary  earnings  of  military  personnel. 
To  examine  this  factor,  we  analyzed  the  differences 
between  the  wage  and  salary  earnings  of  military 
personnel  after  leaving  military  service  and  the 
earnings  of  their  comparably  aged  and  educated  civilian 
peers.  This  focus  helps  manpower  management  to 
evaluate  the  incentives  created  by  post-service 
earnings  opportunities.  To  the  extent  that  military 
personnel  can  earn  more  in  the  civilian  economy  --  and 


APPENDIX  Q 


are  knowledgeable  about  such  opportunities  —  the 
military  must  pay  more,  all  other  factors  held 
constant,  to  retain  the  requisite  skilled  and  trained 
personnel.  Information  about  post-service  earnings- can 
also  help  to  assess  the  welfare  of  retired  or  separated 
military  personnel.  Former  military  personnel, 
particularly  retirees,  may  fare  poorly  in  their  post¬ 
service  careers  and  therefore  could  merit  special 
consideration. 


The  effect  on  retention  behavior  of  the  percep¬ 
tions,  expectations  and  attitudes  of  current  military 
personnel  is  not  examined  in  this  report  and  thus 
requires  separate  study.  Important  issues  not 
discussed  in  this  report  are  how  actual  post-service 
earnings  differentials  affect  the  expectations  of 
current  military  personnel,  arid  how  these  expectations 
together  with  preferences  about  working  conditions, 
geographic  location,  career  prospects  and  non-economic 
factors,  affect  retention  behavior. 


To  examine  the  interaction  of  post-service  earnings 
and  the  retirement  system,  this  report  analyzes  an 
important  new  data  base  developed  for  the  QRMC  by  the 
Defense  Manpower  Data  Center  (DMDC),  the  Internal 
Revenue  Service  (IRS)  and  the  Social  Security 
Administration  (SSA) .  This  data  base  has  several 
important  advantages  over  previous  data  obtained 
through  the  Census  Bureau  and  mail  surveys  (e.g.,  1977 
DoD  Survey  of  Military  Retirees).  First,  it  is  based 
on  reliable,  consistent  data  from  military  personnel 
files  and  IRS/SSA  records.  Second,  for  the  first  time, 
a  large  number  of  individuals  separating  before 
retirement  eligibility  have  been  included  in  a  data 
base.  Third,  the  data  base  provides  the  capability  to 
examine  post-service  earnings  differentials  within 
occupations.  This  capability  provides  a  unique 
contribution  to  the  literature  on  military 
compensation;  no  previous  study  has  examined  how 
individuals  in  specific  occupations  fare  in  their  post¬ 
service  careers.  This  data  base  supports  the  analysis 
of  such  questions  as: 


(1)  Do  military  retirees  and  separatees 
earn  more  or  less  than  comparably 
aged  and  educated  civilians  and 
working  veterans? 
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(2)  Is  there  a  transition  period 
following  active  service  during 
which  retirees  and  separatees  earn 
appreciably  less  than  they  will 
later  in  their  careers?  If  so,  how 
long  is  this  transition?  What  is 
the  magnitude  of  any  reductions  in 
earnings? 

(3)  Does  length  of  service  affect 
retirees’  and  separatees'  post¬ 
service  earnings? 

(4)  Does  military  occupation  affect 
post-service  earnings? 

The  analysis  of  retirees'  and  separatees'  post¬ 
service  earnings  presented  in  this  report  is  based  on 
the  IRS/SSA  data  base,  but  it  gains  much  through 
Insights  obtained  in  earlier  work.  Chapter  II  reviews 
findings  of  previous  studies,  discusses  the  approach 
used  to  estimate  post-service  earnings,  and  evaluates 
the  data  sources  used  in  the  analysis.  An  econometric 
model  of  post-service  wage  and  salary  earnings  only, 
estimated  for  officer  and  enlisted  personnel,  is 
described  in  Chapter  III.  In  Chapter  IV,  separate 
models  for  six  occupational  groups  are  described. 
Chapter  V  presents  graphs  depicting  the  life  course 
earnings  of  military  personnel  —  including  in-service 
earnings,  post-service  wage  and  salary  earnings,  and 
retirement  pay,  where  applicable  —  as  well  as  present 
discounted  values  of  selected  career  earnings 
streams.  A  longitudinal  analysis  based  on  earnings 
reported  to  the  Social  Security  Administration  for  a 
sample  of  those  leaving  military  service  between  1972 
and  1930  is  described  in  Chapter  VI.  The  longitudinal 
data  could  be  analyzed  further,  and  such  analysis  could 
have  a  bearing  on  the  interpretation  of  the  cross- 
sectional  analysis  discussed  in  this  report.  However, 
the  technical  difficulties  resulting  from  the 
truncation  of  the  distribution  of  earnings  at  the 
Social  Security  maximum  made  such  analysis  impossible 
within  the  time  frame  of  this  study.  Chapter  VII 
discusses  the  implications  and  conclusions  of  the 
analysis. 
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II.  DATA  SOURCES  AND  APPROACH 


This  chapter  contains  a  brief  description  of  our 
approach  (a  more  detailed  description  is  presented  in 
Chapter  III),  followed  by  a  description  of  the  data  on 
which  this  report  is  based.  This  chapter  concludes 
with  a  comparison  of  the  report's  data  with  previously 
used  data  bases. 

Approach 


SJ» 

In  order  to  assess  the  relationship  between 
military  retiree  or  separatee  earnings,  and  civilian 
earnings,  it  is  essential  to  compare  similar  groups. 
yi  Comparisons  between  groups  that  do  not  have  the  same 

individual  characteristics  and  attributes  can  be 
'•  misleading.  For  example,  without  taking  education  into 

V  account,  a  comparision  between  the  earnings  of  the 

entire  civilian  working  population  and  those  of  post¬ 
graduate  military  separatees  would  overstate  the 
overall  average  civilian  -  separatee  earnings  differ- 
\  ence.  Further,  such  a  comparison  would  imply  to 
.y  policymakers  that  the  potential  civilian  earnings 

Cv;  available  to  military  separatees  are  generally  higher 
than  they  are  in  fact. 

4  Ideally,  the  individual  characteristics  and 

attributes  used  to  construct  comparison  groups  of 
‘‘V  former  military  personnel  and  civilians  should  include 
personal  preferences  related  to  work  as  well  as  mental 
<  and  physical  characteristics.  For  example,  a  different 
comparison  would  be  in  order  for  military  retirees 
voluntarily  working  half  time  than  for  those  invo- 
luntarily  working  half  time.  In  addition,  appropriate 
comparison  groups  must  be  selected  with  reference  to 
the  question  at  issue.  In  the  above  example,  if  one 
were  concerned  about  the  well-being  of  military 
1  retirees,  then  one  would  like  to  determine  the  extent 

to  which  retirees  choose  or  are  forced  to  work  less 

than  full  time.  However,  if  one  wished  to  adjust  the 
timing  and  magnitude  of  military  pay  in  order  to  affect 
force  size  and  composition  to  meet  national  defense 
y,  goals,  an  assessment  of  the  extent  of  voluntary  part- 
time  employment  would  not  be  appropriate;  rather  the 
focus  would  be  the  civilian  versus  military  earnings 
available  to  groups  defined  on  the  basis  of  key  vari¬ 
ables.  Unfortunately,  some  of  these  variables,  such  as 
personal  characteristics,  are  difficult,  if  not  irapos- 
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sible,  to  measure.  Here,  we  have  chosen  comparison 
groups  with  the  goal  of  minimizing  the  degree  to  which 
^  comparisons  are  biased  by  such  considerations. 

X  We  have  chosen  several  individual  attributes  with 

which  to  stratify  our  data  sets  and  obtain  similar 
comparison  groups.  First,  the  military  and  census 
comparison  groups  represent  the  same  work  status 
?  categories;  i.e.,  most  of  the  analyses  concern  full- 
X  time  workers  from  the  IRS  sample  compared  to  full-time 
*?  workers  from  the  Census  sample  since  inferences  about 
most  determinants  of  wage  and  salary  income  may  be  made 
with  more  confidence  for  this  group.  All  veterans  in 
the  Census  sample  were  selected  as  the  basic  comparison 
group  to  ensure  that  both  comparison  groups  had  at  one 
C*  time  passed  similar  military  mental  and  physical 
screening  tests.  Appendix  VII  contains  the  results  of 
£  our  analysis  concerning  the  effects  of  using  veteran 
status  as  a  stratifying  variable.  We  chose  to  control 
for  age  and  education  in  our  overall  officer  and  en¬ 
listed  IRS  sample  comparisons  so  that  officers  and 
v  enlisted  personnel  were  compared  to  the  same  group  of 
v'  veterans  working  full  time,  with  age  and  education 
controlled  for  in  the  comparison  itself.  The  occupa- 
tion  comparisons  are  described  in  Chapter  IV.  Finally, 
we  chose  to  analyze  male  officers  and  enlisted  person¬ 
nel  only,  since  sample  sizes  for  females  were  insuf- 
^  ficent  to  draw  significant  conclusions. 

Once  comparable  groups  of  former  military  personnel 
and  Census  veterans  were  defined,  we  constructed  an 
ordinary  least  squares  model  of  post-service  earnings 
differentials  as  a  function  of  career  length,  time 
.  since  separation  or  retirement,  and  a  number  of  per- 
>;  sonal  and  military  attributes.  The  models  help  us  to 
S  analyze  the  factors  affecting  the  magnitude  of  the 
£  differentials  and  to  assess  the  impact  of  relevant 
variables,  such  as  career  length,  time  since  separa¬ 
tion,  and  occupation,  on  post-service  earnings. 

X  Given  this  brief  outline  of  our  approach,  we  now 

v  turn  to  a  discussion  of  the  data  base  used  in  our 
analysis . 

IRS/SSA  Data  Bases 

The  data  bases  used  in  this  report  were  developed 
for  the  Fifth  ORMC  through  the  cooperative  efforts  of 
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the  Defense  Manpower  Data  Center,  the  Internal  Revenue 
Service,  and  the  Social  Security  Administration.  The 
data  for  this  report  were  drawn  from  four  sources: 


1.  Internal  Revenue  Service  (IRS)  data  files 
on  individual's  wage  and  salary  earninps 
for  1979,  1980  and  1981; 


2. 

Social 

Security 

Administration 

(SSA ) 

employer 

reported  earnings  up 

to  the 

Social 

Security 

salary  limit  for  1973 

through 

1981 : 

Social 

Security 

Salary  Limits 

1973 

$10,800 

1977 

$16,500 

1974 

13,200 

1978 

17,700 

1975 

14, 100 

1979 

22,900 

1976 

15,300 

1980 

25,900 

1981 

29,700 

3. 

De fense 

Manpower 

Data  Center 

(DMDC) 

military  personnel  separation  files  for 
1972  through  1980; 

*1.  1980  Census  Public  Use  Microdata  Sample 

(PUMS) . 


Data  from  the  first  three  sources  were  combined  to  form 
data  sets  for  officers  and  enlisted  personnel.  Data 
drawn  from  the  I98O  Census  of  Population  formed  the 
civilian  comparison  group. 

Construction  of  the  Data  Bases.  The  data  files  for 
the  retired  or  separated  military  personnel  were  formed 
by  1)  stratifying  DMDC  files  into  cells  to  safeguard 
individuals'  privacy,  2)  selecting  a  sample  of  retirees 
and  separatees  from  these  DMDC  personnel  files,  and  3) 
appending  wage  earnings  from  the  IRS  (as  reported  on  W- 
2  Forms)  or  from  the  Social  Security  Administration. 
Of  the  three  steps,  the  first  merits  further  discussion 
because  the  construction  of  cells  imposes  important 
limitations  on  the  analysis.  (For  a  complete  discus¬ 
sion  of  the  sampling  procedure,  see  Appendix  I.) 

The  stratification  procedure  sorted  the  data  base 
by  a  number  of  individual  attributes.  Enlisted  person¬ 
nel  and  officers  were  arranged  in  cells  according  to 
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their  classification  based  on  the  following  seven 
variables:  I)  service  (Army,  Navy,  Marines,  Air  Force) 

2)  sex  and  race  (black  male,  non-black  male),  3)  pay 
grade  (0-4  or  E-6  and  below,  0-5  or  E-7  and  above)  4) 
education  (high  school  graduate  and  above,  less  than 
high  school  school),  5)  year  of  separation  (1972 
through  1980),  6)  length  of  service  ( 16  categories,  2.5 
years  through  30  or  more  years;  See  Appendix  II)  and  7) 
occupation  (6  categories,  described  in  Chapter  IV). 
Each  combination  of  variables  (e.g.  black,  college- 
educated,  Navy  aviator  officer  of  five  years  service, 
pay  grade  0-5  or  above,  separated  in  1974)  defines  a 
cell.  This  sorting  resulted  in  a  total  of  41,472  cells 
for  officers  and  the  same  number  for  enlisted  per¬ 
sonnel;  however  of  these  cells,  however,  30,299  officer 
and  26,827  enlisted  cells  were  empty.  The  sample  drawn 
included  all  individuals  from  cells  containing  at  least 
3  and  no  more  than  25  people  and  randomly  selected  25 
individuals  from  cells  containing  more  than  25 
people.  Table  1  shows  the  breakdown  of  the  sample  sent 
to  the  IRS  and  SSA  by  the  size  of  cell  for  officers  and 
enlisted  personnel. 

Table  1 

DMDC  Sample  Sent  to  IRS/SSA  by  Cell  Size 


Officers 


Cell  Population 


1-2 
3-25 
26  + 


Number  of 
Cells 

4,053 
5,  128 
1,992 


Total 

Sample 


0 

47,826 

49,800 


Population 

5,278 
47,826 
202, 180 


Enlisted  Personnel 


Cell  Population 

Number  of 
Cells 

Total 

Sample 

Population 

1-2 

4,264 

0 

5,680 

3-25 

5,699 

53,033 

53,033 

26  + 

4,682 

1  17,050 

2,26  1,733 

This  sampling  procedure  was  designed  to  capture  the 
effects  of  variables  over  small  as  well  as  large  cells 
in  order  to  examine  the  effects  of  policy  relevant 
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variables  over  the  full  range  of  variable  values.  As  a 
result,  the  procedure  censused  (sampled  100?  from)  the 
smaller  cells,  and  randomly  selected  from  the  larger 
cells,  with  25  observations  chosen  for  each  large  cell, 
regardless  of  cell  size. 


Each  record  in  the  IRS  file  contains  the  former 
military  member's  wage  earnings  for  1979-1981  as  filed 
with  the  IRS,  branch  of  Service,  race  and  sex,  career 
length,  education  and  pay  grade,  year  of  separation  or 
retirement,  and  military  occupation.  The  SSA  file 
contains  the  individual's  wage  earnings  for  1973-1981 
as  reported  to  the  Social  Security  Administration,  plus 
the  other  variables.  In  addition,  each  record  carries  a 
number  of  variables  that  describe  the  cell  to  which  the 
person  belongs  rather  than  the  individual.  These  cell 
variables  include  the  percent  distributions  of  the  cell 
population  for  the  Armed  Forces  Qualifying  Test  (AFQT) 
categories  and  for  pay  grade,  mean  AFQT  score,  mean  age 
and  education  at  separation,  the  longest,  shortest  and 
median  time  in  grade,  and  the  sampling  fraction  for  the 
cell . 

For  a  number  of  variables  crucial  to  the  analysis, 
the  cell  structure  imposed  two  important  limitations. 
First,  privacy  restrictions  necessitated  the  use  of 
cells  in  the  data  collection  process.  In  order  to  keep 
the  number  of  cells  down  to  a  manageable  number,  cer¬ 
tain  variables  describing  individual's  characteristics 
were  constrained  to  have  a  smaller  number  of  possible 
values  than  would  be  desirable  for  the  data  base.  The 
length  of  service  variable  also  grouped  several  years 
together  in  the  same  cell.  Second,  the  variables  that 
contain  averages  over  the  entire  cell  introduce  "mea¬ 
surement  with  error"  when  used  to  reflect  individual 
observations.  The  use  of  group  averages  reduces  the 
efficiency  of  the  estimates  and  therefore  tends  to 
increase  the  variance  of  parameter  estimates,  as  well 
as  creating  a  downward  bias  on  these  estimates.  This 
problem  is  significant,  because  to  obtain  a  more 
detailed  breakdown  (more  than  2  categories)  of 
educational  levels,  the  cell  average  for  years  of 
education  was  used  to  create  dummy  education  variables 
in  all  regression  models;  age  was  measured  as  a  cell 
average  as  well. 

The  IRS  data  base  used  for  the  analysis  in  this 
report  includes  80,308  officers  and  151 >892  enlisted 


APPENDIX  Q 


Table  2 

OtS  DATA  BASE  SUMMARY 
(Number  of  Individuals) 


OFFICERS  (80,306) 
Retirees _  Separatees 


ENLISTED  (151,892) 

Ret Irees  Separatees 


Female 


lass:  Females 
lass  Males  with: 


37,282  (965)*  37,933  (975)  60,826  (905)t  81,196  (5311) 

923  (.50  9.670  (60  899  (.60  9.026  (  60 

37,705  (975)  92,603  (530  61,670  (910  90,222  (590 


-  xero  earnings  5,159  (6.90  3,378  (9.20  7,890  (5.20  8,188  (5.90 

-  between  $0  and 

$6000  earnings  3,237  (90  2,929  (  30  9,969  (  3.30  10,167  (6.70 


total  nunber  of  In¬ 
dividuals  In  data 


base  used: 


28,886  (365)  32,131  (905)  98,022(31.65)  62,891  (91.9*) 


■  The  figures  In  parentheses  reflect  the  peroent  of  all  offioers. 


t  The  figures  In  parentheses  reflect  the  peroent  of  all  enlisted. 


APPENDIX  0 


y.-v'\/\.*.v:  w. 


p3££?i!4!p 1  «Rl.W#]l* 


•l.  \y.\  -”S  S  S' 

:-:Vv^ 

.v.y.v  • 

V  ^ 

W- '  ■  *r*0'r 


•.  .vs  ,1. 

.  -  ./.  *  .  *  %*  ./  , 
.  •"%  •*. 


\  V  V  \ 


M  *  $iuiVvMiiiif»jv«B  19 


personnel  as  shown  in  Table  2.  Of  the  officers,  53 
percent  of  the  sample  are  separatees,  47  percent  are 
retirees.  For  the  enlisted  personnel,  a  larger  percent 
of  the  sample  were  separatees.  Females  account  for  6.3 
percent  of  officers  and  6.5  percent  of  enlisted  person¬ 
nel  . 


>  >  .y.J 


As  discussed  earlier,  the  basic  group  whose  earn¬ 
ings  we  would  like  to  compare  is  comprised  of  full-time 
workers.  While  it  would  have  been  interesting  to  con¬ 
struct  two  comparison  groups,  one  of  all  former  mili¬ 
tary  personnel  and  one  of  all  full-time  workers  to 
compare  to  census  counterparts,  limitations  of  the  IRS 
data  base  prevented  such  comparisons ._]/  A  comparison 
of  Tables  1  and  2  shows  that  of  the  97,626  officers 
included  in  the  sample,  the  IRS  had  no  W-2  earnings 
information  for  18  percent.  The  IRS  could  not  locate 
W-2  earnings  information  for  11  percent  of  the  enlisted 
personnel.  Furthermore,  the  IRS  was  unable  to  describe 
the  work  status  of  the  individuals  with  missing  data. 
Because  the  distribution  of  missing  data  could  bias  a 
comparison  of  all  retirees  or  separatees  to  census 
counterparts,  we  chose  to  focus  on  full-time  workers 
where  we  could  define  an  appropriate  comparison  group. 

Work  status  is  not  included  in  the  IRS/SSA  data 
base.  To  develop  full-time  earnings  for  military 
retirees,  an  adjustment  ratio  (constant  across  age)  was 
developed  from  Census  data  by  dividing  average  earnings 
of  full-time  workers  by  the  average  of  all  workers. 
For  separatees,  the  ratio  of  average  full-time  earnings 
to  the  average  earnings  of  all  workers  was  estimated  as 
a  function  of  age  and  age  squared.  The  resulting  para¬ 
meter  estimates  were  used  to  calculate  the  appropriate 
full-time  adjustment  ratio  given  the  age  of  individuals 
in  the  IRS/SSA  data  base.  The  ratio  was  then  multi¬ 
plied  by  an  individual's  earnings  to  obtain  estimated 
full-time  earnings.  To  eliminate  retirees  and  separa¬ 
tees  working  for  less  than  a  full  year,  those  earning 
less  than  $6,000  in  1982  dollars  were  not  included  in 


The  IRS  data  base  includes  only  wage  and  salary 
earnings.  Self-employed  persons  would  thus  show 
zero  wage  and  salary  earnings,  as  would  persons 
not  employed  at  all. 
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IRS  DATA  BASE  SttWARY:  SERVICES 
(maber  of  individuals,  sale  and  finale) 


Marines 


Air  force 


Officers 

16,013 

10,070 

4,091 

12,429 

42,603 

Enlisted 

29,341 

24,906 

16,957 

19,018 

90,222 

Total 

45,354 

34,976 

21,046 

31,447 

132,825 

Retirees 

Officers 

12,5«6 

10,466 

3,756 

10,917 

37,705 

Bnllsted 

17,619 

16,028 

6,498 

21,525 

61,670 

Total 

30,165 

26,514 

10,254 

32,442 

99,375 
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the  sample.  The  $6,000  floor  reflects  the  full  year 
earnings  in  1982  dollars  of  a  worker  earning  the 
minimum  wage  in  1 98 1 .  As  a  result  of  this  earnings 
floor,  the  analysis  group  included  76  percent  of  the 
officers  in  the  IRS  data  base  and  73  percent  of  the 
enlisted  personnel.  These  adjustments  do  not  enable  us 
to  identify  only  those  separatees  and  retirees  working 
full  time,  but  these  adjustments  provide  a  better  base 
for  comparing  the  IRS  data  to  the  Census  data  than  do 
the  unadjusted  IRS  data.-^ 

The  IRS  data  base  contains  a  broad  sample  of 
separatees  and  retirees  from  all  four  Services,  as 
shown  in  Table  3.  A  substantial  number  of  retirees  and 
separatees  from  each  of  the  six  occupational  groups  are 
included  in  the  IRS  data  base,  as  shown  in  Table  H.  In 
sum,  the  IRS/SSA  data  base  contains  a  large  sample  of 
important  subgroups  within  the  population  of  retired  or 
separated  officers  and  enlisted  personnel. 

1980  Census  Data  Base 

The  civilian  comparison  group  was  drawn  from  the 
1980  Public  Use  Microdata  Sample  (PUMS) .  The  PUMS 
files  are  based  on  detailed  questionnaires  from  five 
percent  of  the  U.S.  population  as  a  part  of  the  1980 
Census.  For  this  analysis,  a  subsample  from  the  PUMS 
file  was  constructed.  The  PUMS  subsample  was  drawn 
from  17  large  and  geographically  diverse  states. 3/ 


Any  bias  from  this  adjustment  other  than  shifting 
all  IRS  earnings  up  compared  to  Census  earnings 
depends  on  the  extent  to  which  part-time  work 
status  is  related  to  the  other  variables  within 
our  groups  of  separatees  or  retirees.  Separate 
analyses  for  retirees  and  separatees  should  reduce 
such  bias  to  the  extent  that  part-time  work  status 
depends  on  whether  the  individual  receives 
military  retirement  pay. 

The  states  were  Arizona,  Arkansas,  California, 
Colorado,  Florida,  Illinois,  Kansas,  Louisiana, 
Maine,  Michigan,  Minnesota,  Mississippi,  Montana, 
Nebraska,  New  York,  Pennsylvania,  and  Texas. 
These  were  the  first  17  states  available  from  the 
PUMS  data  set. 
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Disabled  individuals  were  excluded  (as  they  were  from 
the  IRS  sample)  from  the  subsample,  as  were  individuals 
with  ages  less  than  16  or  greater  than  80.  The  sub¬ 
sample  Included  4.1  million  individuals.  For  each 
individual  the  following  variables  were  drawn  from  the 
PUMS  file:  1979  wage  earnings,  race,  sex,  age,  educa¬ 
tion,  occupation,  and  work  and  veteran  status. 

The  Census  sample  includes  a  broad  variety  of  the 
U.S.  population,  many  of  whom  are  not  comparable  to  the 
military  retirees  and  separatees  in  the  IRS/SSA 
files.  To  avoid  a  comparison  of  a  group  which  has 
passed  a  screening  test  to  a  group  which  had  not,  we 
chose  as  our  basic  civilian  comparison  group  veterans 
Included  in  the  Census  sample.  The  veterans  in  the 
Census  sample  have  passed  the  same  screens  as  those  in 
the  IRS/SSA  data  files  and  thus  form  an  appropriate 
civilian  comparison  group.  The  Census  veterans  include 
all  reservists,  national  guardsmen  and  others  who  had 
never  been  in  active  full-time  military  service,  as 
well  as  veterans  of  World  War  II,  the  Korean  and 
Vietnam  Wars.  The  Census  veteran  group  could  also 
include  some  of  those  who  retired  or  separated  between 
1972  and  1980  who  are  included  in  the  IRS/SSA  file, 
which  could  impart  a  downward  bias  on  our  results. 

To  match  the  IRS/SSA  comparison  group,  individuals 
working  full  time  and  earning  $6,000  or  more  were 
selected  from  the  Census.  We  defined  full-time  workers 
from  the  Census  sample  as  those  working  at  least  35 
hours  a  week  for  at  least  48  weeks  a  year.  This  sub¬ 
sample  of  the  Census  data  formed  our  basic  comparison 
group. 

Data  Sources  and  Previous  Findings 

Little  systematic  work  has  been  published  on  the 
subject  of  military  personnel  separating  from  the 
Services  before  their  twentieth  year  of  service. 
Several  studies  have  examined  separatees'  post-service 
earnings,  although  all  but  one  have  focused  on  the 
different  question  of  estimating  the  return  to  military 
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training Ji/  The  one  study,  done  for  the  Center  for 
Naval  Analysis  (CNA),  found  that  potential  civilian 
earnings  grow  while  an  individual  remains  in  the  mili- 
V'  tary.  This  study  analyzed  data  for  former  enlisted 
"**<>  personnel  only,  and  aggregated  these  data  into  categor¬ 
ic*  ies  defined  only  for  a  fairly  small  number  of  charac¬ 
teristics,  limiting  the  model's  ability  to  make 
detailed  distinctions.  Ongoing  studies  at  the  Center 
■-*  for  Human  Resource  Research  at  Ohio  State  University 
and  at  Mathematics,  Inc.  examine  specific  age  cohorts 
v  of  separatees  and  civilians  JL'  These  age  cohort 
>1*.  studies  do  not  contain  analyses  of  a  broad  range  of 
separatees  and  their  civilian  counterparts . 

^  A  number  of  important  retiree  data  bases  have  been 

“v*  previously  analyzed~2/  The  1966  DoD  Survey  of  Military 
Retirees  was  one  of  the  earliest  data  bases  produced. 
>>’  Some  of  its  results  were  reported  by  the  First  QRMC. 
'*•%  This  study  found  that  military  retirees  earned  con¬ 
siderably  less  than  their  civilian  counterparts,  even 
when  full-time,  full-year  workers  were  compared.  How- 
r>.  ever,  a  large  portion  of  the  survey  participants  had 
<  left  the  Services  within  five  years  of  the  survey  date, 
thereby  weakening  the  survey's  conclusions  concerning 
long-term  adjustment  to  the  civilian  work  force. 


Matthew  S.  Goldberg  and  John  T.  Warner,  "Earnings 
of  Military  Veterans,"  Center  for  Naval  Analysis, 
1983-  See  Eva  Norrblum,  An  Assessment  of  the 
Available  Evidence  on  The'  Returns  to  Military 
Training,  Rand  Corporation,  R-1960-ARPA.  July  1977 
for  a  discussion  of  other  studies. 


These  studies  have  not  yet  generated  published 
material . 

William  T.  Raduchel,  et.al.,  "Post-Retirement 
Income  and  Earnings  of  Military  Personnel  Who 
Retired  from  1970  to  197H,"  In  Supplementary 
Papers  of  the  President's  Commission  on  Military 
Compensation,  U.S .  Government  Printing  Office , 
1978.  Patricia  Munch  Danzon,  Civilian  Earnings  of 
Military  Retirees,  The  Rand  Corporation,  R-2353- 
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Using  the  1970  Census  public  use  samples,  Munch 
developed  a  data  base  of  earnings  and  other  information 
for  individuals  in  the  Census  presumed  to  be  military 
retirees  on  the  basis  of  a  number  of  questions  concern¬ 
ing  timing  of  active  duty.  Although  the  data  base 
included  a  reasonable  sample  of  military  personnel 
retiring  between  1964  and  1969,  it  was  unable  to 
specify  in  which  year  individuals  retired  and  included 
very  little  information  on  individuals'  military 
attributes  or  experience. 

Another  data  base,  developed  at  the  request  of  the 
Senate  Appropriations  Committee,  drew  on  records  of  the 
Defense  Manpower  Data  Center  and  the  Internal  Revenue 
Service.  The  data  were  arrayed  into  1,100  cells,  with 
cell  averages  for  different  variables  representing  the 
data  entries.  The  civilian  comparison  group  was  selec¬ 
ted  from  the  National  Longitudinal  Survey  from  1966. 
Similar  to  the  1966  DoD  Survey,  most  of  the  sample  was 
made  up  of  recent  retirees.  Using  this  data  set, 
Raduchel  et.al.  found  much  larger  earnings  differen¬ 
tials  when  comparing  all  military  retirees  to  compara¬ 
bly  aged  and  educated  civilians  working  at  least  44 
weeks  than  when  comparing  military  retirees  and  civili¬ 
ans  where  both  groups  worked  full  time. 

One  study  was  able  to  examine  the  transition  to  the 
civilian  work  force  over  a  longer  term.  This  study,  by 
Richard  Cooper,  was  based  on  the  1977  DoD  Retiree 
Survey .J/  The  1977  survey  included  a  large  number  of 
individuals  who  had  been  retired  for  ten  or  more 
years.  The  1977  survey  also  included  a  number  of  mili¬ 
tary  attributes  as  well  as  some  characteristics  of  the 
individual  after  leaving  the  military. 

Cooper's  earlier  work  found  small  differentials 
between  the  post-service  earnings  of  retirees  who  work 
full  time  and  their  civilian  counterparts  in  the  long 
run  (after  at  least  10  years).  However,  in  the  first 
five  years  of  retirement,  Cooper  found  that  average 
retirees  earned  less  than  their  civilian  counter- 


V  Richard  V.L.  Cooper,  Military  Retirees'  Post- 
Service  Earnings  and  Employment,  Rand  Corporation, 
R-5493-WRAL,  February  198 1. - 
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parts.  Cooper  also  found  that  many  retirees  appear  to 
voluntarily  work  less  than  their  civilian  peers  of 
similar  age  using  their  retirement  benefits  to  supple¬ 
ment  their  income.  This  choice  lowers  the  average  wage 
and  salary  earnings  of  all  retirees  relative  to  the 
comparison  group,  but  does  not  necessarily  imply  lower 
income  or  a  lower  level  of  well-being. 

The  earlier  data  bases  had  several  important 
shortcomings  and  strengths.  First,  none  of  the  data 
bases  with  detailed  military  characteristics  of 
individuals  included  separatees.  Second,  the  data, 
except  for  the  1977  Survey  of  Retirees,  included  a 
preponderance  of  recent  retirees.  The  1977  DoD  Survey 
responses  were  not  always  internally  consistent,  and 
the  self-reported  salary  data  could  not  be  independent¬ 
ly  verified.  However,  the  strength  of  the  1977  DoD 
Survey  of  Retirees  was  that  it  included  a  number  of 
important  variables  describing  personal  attributes  and 
behavioral  choices,  such  as  the  amount  of  education 
received  since  separation  and  whether  the  retiree  moved 
to  be  near  a  military  base.  In  addition,  the  1977 
survey  provided  a  relatively  high  level  of  detail  for 
the  personal  attribute  variables  allowing  for  more 
complete  analysis. 

Comparision  of  Data  Bases.  The  IRS/SSA  and  1980 
Census  data  bases  have  several  clear  advantages  over 
the  data  bases  used  in  previous  work,  as  well  as 
several  disadvantages.  This  section  assesses  the 
strengths  and  weaknesses  of  the  IRS/SSA  data  base. 


The  IRS/SSA  data  base  is  exceptionally  strong  in 
terms  of  sample  and  data  integrity.  The  IRS/SSA  data 
base  includes  retirees  and  separatees  known  from  DMDC 
records.  Wage  and  salary  data  were  drawn  from  IRS  and 
SSA  records;  military  and  personnel  characteristics 
were  taken  from  military  personnel  files.  The  IRS/SSA 
data  base  includes  only  those  retired  or  separated 
between  1972  and  1980,  making  long-term  transition 
effects  difficult  to  ascertain.  However,  the  SSA  data 
base  does  contain  earnings  information  for  1973  through 
1981,  making  longitudinal  earnings  analysis  possible. 
The  IRS/SSA  data  base  is  exceptional  in  terms  of  con¬ 
sistency  and  objectivity  of  the  data  and  in  the  ability 
of  the  researcher  to  draw  a  random  sample  from  the 
relevant  universe. 
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An  important  shortcoming  of  the  IRS/SSA  data  is 
that  no  information  on  non-wage  income  is  included  on 
an  individual’s  record.  Moreover,  the  IRS  sample 
Includes  only  those  individuals  with  some  W-2  (wage  and 
salary)  income  over  the  period  1979-81.  Another 
weakness  of  the  IRS/SSA  data  base  is  that  it  does  not 
include  information  on  current  working  status,  current 
education  level,  or  variables  describing  individual 
preferences  or  behavior.  The  overall  number  of  cells 
or  subgroups  in  the  IRS/SSA  data  base  constrains  the 
level  of  detail  in  the  personal  characteristics 
variables  as  described  below.  Finally,  the  IRS/SSA 
data  base  contains  accurate  information  about  indi¬ 
viduals’  military  occupations,  but  no  information  on 
post-service  occupations. 

In  summary,  the  IRS/SSA  data  base  contributes  to 
the  knowledge  of  the  post-service  earnings  of  military 
personnel.  For-  the  first  time,  post-service  earnings 
data  were  collected  for  a  systematic  sample  of  separa¬ 
tees  and  retirees.  The  IRS/SSA  data  are  based  on 
military  personnel  files  and  IRS  and  SSA  files,'  an 
important  advantage  given  the  lack  of  consistency  and 
uncertain  objectivity  of  some  earlier  data  bases.  On 
balance, the  IRS/SSA  data  base  cannot  be  used  to  examine 
all  the  policy  issues  in  as  great  detail  as  the  1977 
survey  used  in  Cooper's  study,  but  we  can  state  our 
findings  with  greater  confidence  in  the  accuracy  and 
representativeness  of  the  underlying  data.  These  data 
will  also  permit  follow-up  analyses  of  post-service 
earnings  over  several  years  of  personnel  separation. 
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III.  METHODOLOGY  AND  FINDINGS 


Key  PefinitiQns.  The  analysis  focuses  on  enlisted 
and  officer  males.  Female  officers  and  enlisted  per¬ 
sonnel  were  not  included  in  the  regression  analyses, 
because  females  comprised  too  small  a  part  of  the  IRS/ 
SSA  data  base  to  provide  consistent,  reliable  results, 
as  shown  in  Table  2. 

Officers  and  enlisted  personnel  are  divided  into 
two  groups:  separatees  and  retirees.  Separatees  in¬ 
clude  those  leaving  military  service  from  1972  -  1980 
with  between  and  19  years  of  service.  Retirees 
include  those  leaving  the  military  during  the  same 
period  with  20  or  more  years  of  service.  The  Census 
comparison  group,  drawn  from  the  1980  Census,  is  com¬ 
prised  of  veterans  between  the  ages  of  16  and  65;  this 
range  of  ages  was  chosen  to  reflect  the  full  range  of 
the  effect  of  age  on  earnings.  In  the  remainder  of 
this  report,  this  group  will  be  referred  to  as  Census 
veterans. 

The  post-service  earnings  differentials  are  esti¬ 
mated  from  wage  and  salary  earnings  only.  Retirement 
income,  income  from  self-employment,  income  from 
investments,  and  other  non-wage  income  are  excluded. 
In  addition,  all  earnings  have  been  converted  to  1982 
dollars  using  the  Employment  Cost  Index  as  reported  by 
the  Bureau  of  Labor  Statistics. 

All  earnings  differentials  between  military 
retirees  and  separatees  and  their  Census  counterparts 
are  based  on  full-time,  full-year  workers,  from  the 
census  sample  and  our  estimate  of  full-time  earnings 
for  the  IRS  sample. 

Cross-Tabulations 


Before  discussing  the  statistical  model  of  post¬ 
service  earnings,  we  present  a  brief  description  of 
cross-tabulations  of  the  post-service  earnings  by  dif¬ 
ferent  subgroups.  These  provide  a  useful  overview  of 
some  overall  characteristics  of  the  IRS  data  base.  The 
earnings  of  officers  and  enlisted  personnel  from  the 
IRS  data  base  are  compared  first  to  the  average  earn¬ 
ings  of  all  Census  veterans  in  the  appropriate  or  work¬ 
ing  status  group,  and  then  to  the  average  earnings  for 
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subgroups  of  officer-  and  enlisted-like  occupations  in 
the  Census  sample,  divided  according  to  the  occupa¬ 
tional  split  described  more  fully  in  Chapter  IV. 

Tables  5  through  8  present  cross-tabulations  of 
average  wage  and  salary  incomes  for  the  IRS  and  Census 
data  bases.  Tables  5  and  6  contrast  the  average  earn¬ 
ings  of  all  and  full-time  military  separatees,  respec¬ 
tively,  while  Tables  7  and  8  make  a  similar  comparison 
for  retirees._8/  For  the  purposes  of  these  cross¬ 
tabulations,  sub-samples  from  the  Census  data  base  were 
drawn  to  partially  control  for  age  in  comparing  post¬ 
service  earnings  of  military  personnel  to  their  civil¬ 
ian  counterparts.  To  match  approximately  the  distri¬ 
bution  of  age  within  the  separatee  population,  male 
veterans  from  age  25  to  115  were  selected  from  the 
Census  data  base.  Male  veterans  from  age  iJO  to  60  were 
drawn  from  the  Census  data  base  for  the  cross-tabula¬ 
tions  of  retiree  average  earnings.  The  tables  also 
present  average  wage  and  salary  earnings  for  former 
military  personnel  from  the  IRS  sample  and  their  Census 
counterparts  by  level  of  education  in  order  to  control 
for  the  effects  of  different  distributions  of  education 
levels  within  the  two  groups.  Appendix  II  contains  the 
distribution  of  the  two  samples  into  the  various  cate¬ 
gories  presented  in  Tables  5-8. 

These  tables  enable  us  to  make  two  kinds  of  com¬ 
parisons.  First,  we  can  compare  the  earnings  of  former 
military  personnel  by  education  and  officer/enlisted 
status  with  the  earnings  of  all  comparably  aged  and 
educated  veterans  in  the  civilian  workforce.  The  "All" 
veteran  earnings  column  is  used  to  make  this  compar¬ 
ison.  Second,  we  can  compare  the  earnings  of  former 
military  personnel  by  education  and  officer/enlisted 
status  with  the  earnings  of  comparably  aged  and  edu¬ 
cated  veterans  in  "officer-like"  and  "enlisted-like" 
occupations.  For  example,  former  officers  with  more 


The  comparison  of  all  former  military  personnel  and 
civilians  may  be  biased  due  to  the  missing  IRS  data 
described  earlier.  The  cross  tabulation  does  pro¬ 
vide  a  rough  estimate  of  relative  levels  of  earn¬ 
ings  for  the  IRS  and  Census  samples. 
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than  15  years  of  education  can  be  compared  with  vet¬ 
erans  who  have  more  than  15  years  of  education  and  who 
are  in  "officer-like"  occupations.  The  "By  Occupation" 
veteran  earnings  column  is  used  to  make  this  compar¬ 
ison. 

The  data  presented  in  Tables  5  and  6  support  two 
general  findings  with  regard  to  separatee  post-service 
earnings.  First,  officers  fare  better  in  relation  to 
their  Census  veteran  peers,  on  average,  than  do  enlist¬ 
ed  personnel.  Table  5  shows  that  with  the  exception  of 
those  officers  with  less  than  12  years  of  education, 
officers  earned  about  the  same  as  their  Census  peers 
with  similar  levels  of  education.  It  should  be  noted 
that  there  are  very  few  officers  with  less  than  12 
years  of  education  in  the  IRS  sample.  Enlisted  per¬ 
sonnel,  in  contrast,  earned  between  25  and  30  percent 
less  than  their  comparably  educated  peers. 

Second,  the  position  of  military  separatees  rela¬ 
tive  to  their  Census  veteran  peers  improves  when  the 
average  earnings  of  full-time  workers  are  compared. 
Average  earnings  of  full-time  officers  were  3^  percent 
higher  than  the  average  full-time  earnings  of  Census 
veterans.  The  gap  between  the  average  earnings  of 
enlisted  personnel  and  their  Census  peers  narrowed. 

The  findings  for  retirees  are  similar  although, 
overall,  retirees  fared  worse  relative  to  their  Census 
peers  than  did  separatees  as  shown  in  Tables  7  and  8. 
The  average  earnings  of  all  retired  officers  were  20 
percent  less  than  those  of  their  Census  veteran  peers, 
while  the  average  earnings  of  all  retired  enlisted  per¬ 
sonnel  were  38  percent  less  than  their  Census  veteran 
peers.  Like  separatees,  the  relative  position  of 
retirees  improves  when  only  full-time  earnings  esti¬ 
mates  are  compared. 
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The  following  table  focuses  on  the  IRS  sample  of 
male  retirees  and  separatees  and  begins  to  illustrate 
the  effects  of  years  since  separation  or  retirement 
from  military  service  on  post-service  earnings. 
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Table  9 

1981  POST-SERVICE  FULL-TIME  EARNINGS  BY 
TIME  SINCE  SEPARATION 
(in  1982  dollars) 

_ Time  Since  Separation 

0-5  years  6-9 


Officers 

Separatees 

Retirees 


years 


38,478 

32,755 


42,653 

32,157 


•v'vVV 
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Enlisted 

Separatees 

Retirees 


19,707 

21,136 


22,321 

22,279 


The  data  in  Table  9  show  10  to  15  percent  differ¬ 
ence  in  the  earnings  of  separatees  working  in  the  civ¬ 
ilian  economy  for  less  than  six  years  and  those  who  had 
been  separated  for  six  to  nine  years.  The  table  shows 
smaller  differences  for  enlisted  and  officer  retirees. 
The  effect  of  time  since  separation  or  retirement  could 
result  from  one  or  both  of  two  causes.  First,  it  could 
reflect  a  transition  period  during  which  separatees  and 
retirees  adjust  to  their  new  careers.  Second,  the  ef¬ 
fect  could  be  attributed  to  differences  between  retire¬ 
es  or  separatees  who  separated  or  retired  in  the  early 
1970's  and  those  leaving  the  military  in  the  late 
1970's.  The  personal  characteristics  of  those  leaving 
the  military  in  the  late  1970's  could  be  different  from 
those  of  earlier  retirees  or  separatees,  or  changed 
economic  conditions  could  affect  earnings  prospects. 
The  regression  models  discussed  later  in  the  chapter 
will  control  for  other  individual  characteristics  and 
help  isolate  the  effect  of  time  since  separation. 

Methodology 


The  approach  used  in  this  analysis  to  modeling  the 
post-service  earnings  of  military  separatees  and 
retirees  follows  a  four-stage  process.  The  result  of 
the  process  is  a  model  which  estimates  the  earnings 
differential  as  a  function  of  the  military  and  personal 
attributes  of  military  retirees  and  separatees.  This 
approach  allows  the  discussion  to  focus  on  the  differ¬ 
ences  between  military  and  civilian  earnings  rather 
than  the  respective  salary  levels. 
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In  the  first  stage,  civilian  comparison  group 
equations  were  estimated  from  Census  data.  Earnings 
for  full-time  veteran  males  earning  more  than  $6,000 
from  the  1980  Census  were  estimated  as  a  function  of 
age,  age  squared,  and  categorical  variables  for  race 
and  education.  (See  Appendix  III.) 

In  the  second  stage,  imputed  civilian  earnings  for 
separatees  and  retirees  were  calculated.  Imputed 
earnings  were  derived  by  multiplying  the  coefficients 
from  the  civilian  comparison  group  equations  by  the 
appropriate  attributes  of  individuals  in  the  IRS  data 
baseJL/  The  imputed  earnings  estimate  what  the  mili¬ 
tary  retirees  or  separatees  with  their  own  individual 
characteristics  (including  age)  would  have  earned  if 
they  were  like  the  average  Census  individual  of  the 
same  age  and  race,  given  their  education  level  at  time 
of  separation. 

The  third  stage  involved  calculation  of  post¬ 
service  earnings  differentials.  The  difference  between 
separatees'  and  retirees'  actual  earnings  and  the 
imputed  earnings  constitute  the  earnings  differentials. 
In  the  fourth  stage  the  earnings  differentials  were 
estimated  as  a  function  of  separatees'  and  retirees' 
personal  and  military  attributes. 

Our  four  stage  procedure  for  estimating  the  post¬ 
service  earnings  differentials  is  virtually  equivalent 
to  a  single  equation  regression  analysis  for  the 
combined  IRS  and  Census  data  sets,  where  the  single 
equation  would  include  separate  IRS  categorical 


SJ  The  Census  veteran  equation  coefficients  were: 
Earnings  (in  1982  dollars)  =  [ 1 .279* (-55 16 . 103  + 
1471  .896  •  AGE  -  14.265  *  AGE2  -  4023.693  •  BLACK 
-12284.598  •  EDLT12  -  8510.971  *  ED1215)].  These 
regression  coefficients  were  derived  using  observa¬ 
tions  from  the  Census  sample  weighted  by  the  pro¬ 
portion  of  all  military  retirees  that  resided  in 
1982  in  the  particular  state  of  residence  for  the 
observation . 
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variables  for  the  intercept  and  each  IRS  specific 
coefficient.  _L2y  We  chose  the  four-stage  difference 
estimation  procedures  for  two  principal  reasons. 
First,  findings  concerning  the  differences  between 
earnings  of  those  in  the  IRS  sample  and  those  in  the 
Census  sample  are  more  easily  presented  and  interpreted 
in  this  context.  Second,  this  procedure  was 
computationally  more  tractable,  since  the  Census  sample 
alone  contained  over  4  million  individuals  and  over 
900,000  male  full-time  workers. 

The  regression  equations  presented  below  explain 
post-service  earnings  differentials  for  officer  and 
enlisted  retirees  and  separatees.  The  differentials 
are  based  on  full-time  workers  earning  more  than 
$6,000.  Regressions  were  also  estimated  for  each 
Service  as  well  as  for  each  occupational  group.  The 
occupation  regressions  appear  in  Chapter  IV;  the 
Service  regressions  can  be  found  in  Appendix  V.  The 
dependent  variable  in  all  regressions  is  the  post¬ 
service  earnings  differential  as  defined  above.  The 
explanatory  variables  are:  education,  race,  career 
length,  pay  grade,  time  since  separation  or  retirement, 
and  time  spent  in  the  last  pay  grade  before  separation 
or  retirement. 

The  coefficients  reported  for  the  models  estimated 
relate  to  the  difference  between  actual  and  imputed 
(Census)  earnings  of  separatees  and  retirees,  not  to 
the  level  of  earnings.  Thus,  depending  on  sign,  the 
coefficient  alters  the  magnitude  of  the  differential. 
For  example,  if  the  coefficient  for  enlisted  separa¬ 
tees’  high  pay  grade  categorical  variable  (E-7  and 
above)  is  $1,000,  holding  all  else  constant,  separated 


^0/  The  reason  that  this  approach  is  "virtually"  equiv¬ 
alent  is  that,  due  to  multicollinearity  problems, 
we  constrained  the  military  age  coefficients  to  be 
the  same  as  the  Census  age  coefficients.  If  we  had 
not  so  constrained  the  military  age  coefficients, 
but  had  rather  incorporated  them  into  our  differ¬ 
ence  equation,  then  the  two  approaches  would  be 
precisely  equivalent.  (For  a  discussion  of  the 
reasons  for  and  effect  of  constraining  the  age 
coefficients,  see  Appendix  VII). 
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enlisted  personnel  earned  $1,000  more  in  1981  post¬ 
service  earnings  relative  to  Census  veterans  than  did 
enlistees  leaving  the  military  in  lower  pay  grades. 


,4 


These  variables  were  chosen  to  include  the  key 
determinants  of  post-service  earnings  differentials 
that  are  of  interest  to  military  manpower  analysts. 
Determining  the  effects  of  these  variables  on  post¬ 
service  earnings  differentials  is  important  not  only 
for  the  explanatory  power  of  the  variables  but  also  to 
develop  an  understanding  of  their  potential  effect  on 
the  composition  and  strength  of  the  military  manpower 
force.  Education  level  as  well  as  race  of  an  indivi¬ 
dual  have  been  found  to  be  important  determinants  of 
earnings  in  past  studies  of  individuals'  earnings 
streams.  The  effect  of  career  length  on  post-service 
earnings  differentials  has  important  implications  for 
the  structuring  of  basic  pay  and  bonuses  required  to 
attain  the  needed  mix  of  experience  in  the  Armed 
Forces.  Pay  grade  and  time  spent  in  the  last  pay  grade 
before  separation  serve  to  control  for  quality  differ¬ 
ences  that  might  affect  post-service  earnings  among 
separating  military  personnel.  Time  since  separation 
or  retirement  may  affect  post-service  earnings  differ¬ 
entials  if  there  is  a  transition  period  during  which 
the  earnings  of  separatees  or  retirees  are  below  their 
longer-run  earnings  stream.  This  catch-up  effect  (if 
any)  may  be  due  entirely  to  the  difficulty  in  changing 
jobs  from  the  military  or  may  be  due  in  part  to  any 
catch-up  that  occurs  if  separatees  or  retirees  obtain 
more  education  (this  additional  education  after 
separation  is  not  measured  in  our  education  variable). 

As  noted  above,  age  was  not  included  in  the  regres¬ 
sion  model  for  earnings  differentials,  which  constrains 
the  effect  of  age  on  earnings  to  be  the  same  for  the 
IRS  sample  as  it  is  for  the  Census  sample.  Initially, 
age  and  age-squared  were  included  in  the  regression 
model,  and  the  coefficients  for  both  variables  were 
found  to  be  insignificant.  This  most  likely  is  due  to 
the  multicollinearity  among  age,  length  of  service,  and 
time  since  separation.  The  sum  of  length  of  service 
and  time  since  separation  represents  experience  in  the 
labor  force  for  most  individuals,  and  most  individuals 
also  enter  the  service  at  similar  ages  (depending  on 
whether  they  enter  as  officers  or  enlisted  person¬ 
nel).  This  problem  makes  it  difficult  to  sort  out  the 
effects  of  the  three  variables  (age,  length  of  service, 
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and  time  since  separation)  individually.  Therefore  we 
chose  to  eliminate  age  and  age-squared,  since  these 
effects  are  captured  in  the  Census  estimates,  and  in¬ 
clude  length  of  service  and  time  since  separation  in 
our  regression  of  earnings  differentials,  since  these 
effects  are  potentially  important  determinants  of  post¬ 
service  earnings  differentials.  Thus  after  nine  years 
(the  longest  time  since  leaving  the  service  included  in 
the  data  base)  the  post-service  earnings  streams  by  age 
as  estimated  by  our  model  have  the  same  shape  as  the 
estimated  Census  earnings  streams,  although  they  may  be 
higher  or  lower. 

While  the  specification  of  each  variable  is  discus¬ 
sed  in  detail  in  Appendix  II,  the  complex  specification 
of  three  variables,  career  length,  time  in  last  grade 
and  pay  grade,  merit  discussion  here.  The  career 
length  variable  for  officer  and  enlisted  retirees  is 
defined  as  the  number  of  years  of  service  after  retire¬ 
ment  eligibility  for  each  individual.  This  specifi¬ 
cation  assumes  that  the  effect  of  each  additional  year 
of  service  beyond  20  has  the  same  effect  on  post-serv¬ 
ice  earnings.  For  separatees,  the  specification  is 
more  complex.  For  separatees,  the  career  length  vari¬ 
able  is  specified  as  a  spline  function.  The  spline 
defines  four  variables  and  a  control  group  correspond¬ 
ing  to  different  lengths  of  service.  Separatees  with 
military  careers  less  than  five  years  form  the  control 
group.  The  four  variables  are  separatees  with  careers 
of  1)  five  to  eight  years  (LOS  5),  2)  nine  to  twelve 
years  (LOS  9),  3)  thirteen  to  sixteen  years  (LOS  13), 
and  4)  seventeen  to  nineteen  years  (LOS  17) -iJ-/  This 
specification  allows  the  effects  of  different  career 
lengths  spline  variables  to  be  added  together.  Thus, 
the  earnings  of  an  officer  leaving  after  an  eight  year 
career  would  be ’reduced  or  increased  by  four  times  the 


JJ /  The  cell  definition  variables  for  length  of  service 
were  not  fine  enough  to  allow  us  to  treat  length  of 
service  as  a  continous  variable  and  thus  to  derive 
a  more  complicated  functional  form  for  this  effect 
on  earnings  differentials.  See  Appendix  II  for  the 
cell  definition  groups  for  length  of  service. 
Appendix  VII  contains  a  discussion  of  different 
specifications  for  the  model  that  were  tried. 
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LOS  5  variable.  For  an  officer  leaving  after  a  nine 
year  career,  the  differential  would  be  altered  (depend¬ 
ing  on  the  variable  sign)  by  four  times  the  LOS  5  coef¬ 
ficient  plus  one  times  the  LOS  9  variable.  This  speci¬ 
fication  constrains  the  slopes  of  the  LOS  variables  to 
join,  thus  forming  a  smooth  curve.  The  assumption  un¬ 
derlying  the  spline  specification  is  that  for  separ¬ 
atees,  the  effect  of  an  additional  year  of  service  may 
change  as  the  number  of  years  served  accumulates.  For 
example,  it  might  be  advantageous  to  leave  the  military 
after  four  or  five  years  of  service,  but  disadvanta¬ 
geous  to  leave  just  before  retirement  eligibility. 

The  time  spent  in  last  grade  variable  is  intended 
to  measure  the  relative  promotion  pattern  of  a  parti¬ 
cular  individual.  The  variable  is  specified  as  the 
individual's  actual  number  of  years  (measured  as  the 
median  for  the  individual's  cell)  spent  in  the  last  pay 
grade  less  the  mean  time  spent  in  the  last  pay  grade 
for  all  officer  or  enlisted  personnel.  Those  officers 
or  enlisted  personnel  remaining  in  their  last  pay  grade 
longer  than  the  mean  time  may  be  of  lesser  ability  than 
those  promoted  more  quickly  and  thus  may  have  lower 
post-service  earnings. 

The  pay  grade  variable  for  retirees  is  a  straight¬ 
forward  categorical  variable  which  distinguishes  be¬ 
tween  individuals  retiring  while  in  a  low  or  high  pay 
grade,  and  estimates  the  effect  of  retiring  in  a  low 
pay  grade  on  the  post-service  earnings  differentials 
(0-i|  and  below  for  officers,  E-6  and  below  for  enlisted 
personnel).  For  separatees,  the  specification  includes 
two  pay  grade  variables,  one  for  separatees  with  less 
than  seventeen  years  of  service  and  another  for  sep¬ 
aratees  with  seventeen  or  more  years  of  service.  The 
two  variables  provide  estimates  of  the  effect  on  the 
post-service  earnings  differentials  of  separating  while 
in  a  high  pay  grade  (0-5  and  above  for  officers,  E-7 
and  above  for  enlisted  personnel). 

Regression  Results 

The  remainder  of  this  chapter  discusses  the  regres¬ 
sion  models  and  their  findings.  This  section  discusses 
the  interpretation  of  the  statistical  model  and  the 
magnitude  of  post-service  earnings  differentials. 
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The  tables  below  include  parameter  estimates 
(asterisks  indicate  statistical  significance  at  the  .05 
significance  level)  standard  errors  (in  parentheses), 
and  means  for  each  variable  (or  percent  of  the  sample 
for  categorical  variables).  The  models  explain  between 
2  and  16  percent  of  the  variance  in  mean  earnings  dif¬ 
ferentials  The  coefficients  on  almost  all  the  var¬ 
iables  are  strongly  statistically  significant  at  the 
.05  significance  level. 

Officers 

Separatees .  The  model  of  officer  separatee  earn¬ 
ings  shows  that  all  else  equal,  a  white,  college  edu¬ 
cated  officer  who  worked  as  an  0-4  or  below  and  who  had 
been  separated  from  the  military  for  between  seven  and 
ten  years  after  four  years  of  service  earned  about 
$5000  more  than  his  Census  veteran  counterpart  in  1981 
(see  Table  10).  Figure  1  shows  the  effect  of  addition¬ 
al  years  of  service  on  post-service  earnings  for  offi¬ 
cer  separatees  holding  all  else  equal.  Starting  from 
the  $5,000  positive  differential  for  officers  who  have 
been  out  of  the  service  7  years  or  more,  officers  serv¬ 
ing  additional  years  after  four  added  about  $1,100  to 
the  $5,000  differential  for  each  additional  year  up  to 
eight  years  of  service.  Thus  officers  with  eight  year 
careers  earned  $9300  more  than  their  Census  veteran 
peers  (i.e.,  5011  +  4  x  1  ,065  =  9,271)-  After  the 
eighth  year  officer  separatees  lost  about  $1300  for 
additional  years  of  service  through  twelve.  Between 
thirteen  and  sixteen  years  of  service  separatees  lost 
$2400  for  each  additional  year  served.  Separatees 
leaving  after  fourteen  years  of  service  earned  less 
than  their  Census  veteran  counterparts  in  1981.  Those 
separating  after  17  to  20  years  of  service  did  not  fall 


J±/  Several  specifications  of  the  model  were  tried, 
some  using  logarithms  and  some  looking  at  earnings 
rather  than  earnings  differentials  (see  Appendix 
VII).  We  found  that  the  model’s  ability  to  explain 
variations  in  earnings  did  not  improve  signifi¬ 
cantly  with  more  complex  specifications  and  have 
presented  the  results  for  the  linear  specification 
of  the  earnings  differential  because  these  results 
are  the  clearest  to  interpret. 
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Table  10 

omcil  MALE  SEPARATEES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 

Independent  Variables 


Constant 

Length  of  Service: 


LOS  13 


Education: 


Laaa  than  12  years 


12  to  15  yaara 


Tlaa  Since  Separation: 
0-1  years 


3  yaara 


6  yaara 


Tears  In  Last  Grade  Lass 
Naan  Tlaa  In  Last  Grade 


Race:  Black 


Pay  Grade  1:  0-5  and 

Above  for  LOS  less 
than  17 

Pay  Grade  2:  0-5  and 

Above  for  LOS  greater 
than  or  equal  to  17 


Dependent  Variable  Mean 
Mean  Cenaus  Earnlnga 


Regression  aodel  with  the  dependent  variable  calculated  as  the 
difference  between  separatees'  actual  earnings  (adjusted  to  1982 
dollars  with  the  BCD  and  estlMted  earnlnga.  latlMted  earnings 
are  Paced  on  regresalen  coefficients  free  Census  date  for  full- 
tlae,  Male  veterana  with  earnlnga  greater  than  86,000. 


•  5011 
(3?2> 


•  1065 
(130) 

365 

•  -126k 

(165) 

21* 

•  -2383 

(337) 

5* 

296 

(103k) 

1* 


■  30869 
(28k6) 
0.2* 

•  1978 
(5ik) 
10* 


•  -k299 
(376) 
23* 


*  -635 
(106) 
0 


•  k87k7 
(712) 

k* 

20610 

(12333) 

0.01* 
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further  behind  their  Census  veteran  counterparts. 
Holding  all  else  constant,  separatees'  earnings,  rela¬ 
tive  to  the  census  veteran  comparison  group,  peaked  for 
those  leaving  with  eight  years  of  service;  those  leav¬ 
ing  after  longer  careers  fared  increasingly  poorly. 


A  strong  transition  effect  for  officer  separatees 
is  evident  as  shown  in  Figure  2.  The  shorter  the  time 
since  separation,  the  less  officer  separatees  earned 
relative  to  the  Census  veteran  comparison  group.  Hold¬ 
ing  all  else  equal,  the  earnings  differential  for  offi¬ 
cers  separated  for  one  year  or  less  was  $8,800  below 
the  differential  for  those  separated  for  seven  years  or 
more.  However  for  separatees  who  had  been  working  in 
the  civilian  economy  for  progressively  longer  periods, 
the  negative  differential  narrowed.  Figure  2  shows 
that,  looked  at  in  isolation,  the  effect  of  time  since 
separation  is  zero  after  seven  years.  This  result 
stems  from  the  limitations  of  the  data  base.  The  larg¬ 
est  value  for  time  since  separation  in  our  IRS  sample 
was  nine  years. 


Figure  3  combines  the  effects  of  time  since  separa¬ 
tion  and  length  of  service.  The  figure  projects  the 
earning  streams  of  officers  beginning  their  careers  at 
age  22  and  leaving  after  careers  of  four,  eight,  twelve 
and  sixteen  years.  Officers  leaving  after  eight  years 
of  service  fared  better  than  other  officer  separatees. 
In  1981,  those  separating  after  eight  years  of  service 
began  earning  as  much  as  their  Census  veteran  peers  in 
the  first  year  of  separation;  after  the  first  year  sep¬ 
aratees  fared  better  than  Census  veterans.  Officers 
with  eight  years  of  service  who  had  been  separated  be¬ 
tween  seven  and  nine  years  earned  roughly  $9*300  more 
than  their  veteran  peers  in  1981.  Officers  separating 
after  sixteen  years  of  service  earned  substantially 
less  than  Census  veterans.  Even  separatees  with  six¬ 
teen  years  of  service  who  had  been  in  the  civilian 
workforce  for  seven  years  were  not  earning  as  much  as 
their  Census  veteran  peers,  although  the  differential 
narrowed  considerably  over  the  period. 


Figure  3  shows  that  for  some  officer  separatees  the 
transition  to  civilian  employment  is  relatively  smooth 
~  officers  with  eight  years  of  military  experience 
never  earned  substantially  less  than  the  census  veteran 
comparison  group,  on  average.  However,  for  officers 
leaving  after  16  years  the  transition  is  more  diffi- 
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cult.  These  separatees,  even  with  seven  years  experi¬ 
ence  in  the  civilian  economy,  continued  to  earn  less 
than  their  Census  veteran  counterparts. 

The  other  variables  included  in  the  regression 
model  control  for  military  attributes  and  personal 
characteristics.  The  two  education  categorical  vari¬ 
ables  show  that  separated  officers  with  less  than  a 
college  degree  did  better  relative  to  Census  veterans 
without  college  degrees  than  did  college  educated  offi¬ 
cers  compared  to  their  peers.  Officers  with  less  than 
a  high  school  diploma  (who  served  4  years  and  have  been 
separated  at  least  7  years)  earned  $35,880  (5011  + 
30869)  more  than  their  Census  veteran  peers,  although 
only  at  most  0.2  percent  of  officers  in  the  sample  fall 
in  this  category.  Officer  separatees  (with  four  years 
of  service  and  at  least  seven  years  of  civilian  experi¬ 
ence)  with  12  to  15  years  of  education  earned  about 
$7,000  more  than  their  Census  veteran  peers,  all  else 
equal . 

The  variable  time-in-last-grade  less  mean-time-in 
last-grade  proved  to  have  a  small  though  statistically 
significant  effect  on  earnings  differentials.  For  each 
year  an  officer  spent  in  his  last  pay  grade  over  the 
mean,  the  post-service  earnings  differential  was  re¬ 
duced  by  $635  relative  to  his  Census  veteran  counter¬ 
parts  . 

The  differential  between  black  officer  separatees 
and  their  Census  veteran  peers  was  not  significantly 
greater  than  that  between  white  officer  separatees  and 
their  peers.  Finally,  the  two  pay  grade  variables  show 
that,  as  expected-,  officers  separating  in  higher  pay 
grades  fared  better  than  those  in  lower  pay  grades, 
other  things  equal.  The  size  of  the  effect  is  substan¬ 
tial,  especially  for  those  serving  16  years  or  less. 
The  almost  $49,000  differential  is  due  at  least  partly 
to  the  small  number  of  individuals  achieving  the  rank 
of  0-5  or  above  after  less  than  16  years  of  service  and 
to  the  fact  that  most  of  these  individuals  in  the 
sample  are  physicians  or  dentists.  (See  Chapter  IV). 

Retirees .  Officer  retirees  are  the  second  part  of 
the  stream  of  individuals  leaving  military  careers. 
Retirees  face  many  of  the  same  career  decisions  as  sep¬ 
aratees,  with  the  additional  consideration  of  retire¬ 
ment  benefits.  Thus,  the  specifications  of  the  regres- 
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Sion  models  for  retirees  and  separatees  are  very  sim¬ 
ilar.  Regression  results  for  officer  retirees  are  pre¬ 
sented  in  Table  11. 


The  regression  constant  can  be  interpreted  as  the 
post-service  earnings  differential  for  a  college  edu¬ 
cated,  white,  retired  officer  who  spent  the  mean  time 
in  his  last  pay  grade,  retired  while  in  grade  0-5  or 
above,  retired  after  a  20  year  career,  and  has  been 
retired  for  seven  or  more  years.  The  constant  shows 
that  these  retirees  earned  about  $1900  less,  not 
including  military  retirement  pay,  than  their  Census 
veteran  peers. 


The  effect  of  different  career  lengths  is  much 
weaker  for  retirees  than  for  separatees.  Other  things 
equal,  each  additional  year  of  service  after  retirement 
eligibility  reduces  retiree  earnings  by  $262  relative 
to  their  Census  veteran  counterparts. 


Unlike  Cooper's  earlier  study,  the  regression  re¬ 
sults  for  the  time-since-retirement  variable  show  a 
very  weak  transition  effect  for  officer  retirees.  None 
of  the  time  since  retirement  variables  is  significant, 
indicating  that  most  retirees  earn  less  than  their 
Census  veteran  counterparts  no  matter  how  long  they 
have  been  retired.  However,  this  result  is  based  on 
regression  analysis  of  cross-sectional  data.  Our  long¬ 
itudinal  analysis  in  Chapter  VI  indicates  that  there  is 
a  "cohort"  effect  that  depends  on  the  year  of  separa¬ 
tion,  and  that  within  any  cohort  there  is  a  noticeable 
transition  effect  for  officer  retirees  as  well  as  sep¬ 
aratees  . 


Unlike  black  officer  separatees,  retired  black 
officers  earn  significantly  more  than  their  Census 
veteran  peers  relative  to  the  comparison  group  (non¬ 
black)  differential.  Blacks  who  remain  in  the  military 
until  retirement  may  represent  a  self-selected  subgroup 
of  the  black  population.  In  addition,  a  successful 
military  career  may  serve  as  a  form  of  certification 
for  minority  personnel  who  otherwise  migip^  have  more 


difficulty  securing  attractive  employment  -12.' 


Bj  -12/  Cooper,  _0£.  Cit . ,  p.2**. 
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inarm  to  ciisus  coumirms* 


Maeftg  asiaitt 

Constant 


la  fifth  of  knitt  Iftir 
•etlreaent  lllflblllty 


Education: 

Imi  than  12  years 

12  ta  1$  fa  art 

Tlaa  tinea  Separation : 
0  •  1  years 

2-J  years 

I  •  i  yssrs 


Tears  in  Last  Qrade  Lass 
Naan  Tlaa  In  Last  Qrade 


Isas:  Hack 

lay  Grade:  0-»  and  Baleii 

I* 

■ 

Dependant  Tarlable  Naan 
Naan  Ceneiis  la  mints 


■  -it** 

(290) 

•  -262 

<*U 

3.1  years 


•  13731 
(2100) 
0.3* 

•  T990 
(99?) 

26* 


-1 17 
(932) 
11* 

269 

(335) 

25* 

268 

(309) 

3»* 

-95 

(72) 

0 

•  3773 
(669) 
3* 

•  -7661 
(379) 

90* 

.0223 
26666 
-32*2 
29  086 


■agression  as  del  with  the  dependant  variable  calculated  at  the 
dlfferenee  batmen  retirees'  aotual  earnings  (adjusted  to  1982 
dollars  with  tbs  SCI),  and  as  tin  a  tad  earn  in*  a.  It  tlaa  tad  earnings 
are  based  on  refresalon  eeefflelents  froa  Census  data  Tor  full- 
tlae.  aala  veterans  with  earnings  greater  than  *6,000. 
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The  signs  and  magnitudes  of  the  remaining  variables 
are  consistent  with  the  officer  separatee  regression 
results.  Retired  officers  with  less  than  a  college 
education  fare  substantially  better  in  the  civilian 
work  force  than  do  their  Census  counterparts.  Retired 
officers  in  pay  grades  0-4  and  below  earned  about  $9755 
(7861  +  1894)  less  than  their  peers  after  at  least 
seven  years  since  leaving,  all  else  equal.  Finally, 
the  time  in  last  grade  variable  is  statistically  insig¬ 
nificant,  consistent  with  the  small  magnitude  of  the 
coefficient  for  officer  separatees. 


Enlisted  Personnel 


Separatees  Table  12  presents  regression  results 
for  enlisted  separatees.  Figures  4  through  6  depict 
the  effects  of  career  length  and  time  since  separation 
on  post-service  earnings  differentials  for  enlisted 
separatees.  The  model  yields  findings  similar  to  those 
for  officer  separatees.  The  constant  term  indicates 
that  the  "typical"  white,  high  school  graduate  enlisted 
separatee  who  served  four  years  and  has  been  in  the 
civilian  workforce  for  seven  years  or  more,  earned 
about  $1600  more  than  his  Census  veteran  counterparts. 


For  enlisted  personnel  the  results  show  that  BMC 
alone  provides  little  financial  incentive  to  remain  in 
military  service  beyond  the  fourth  year,  as  indicated 
by  the  career  length  variable  coefficients.  In  1981, 
*  enlisted  personnel  separating  after  four  years  of  ser¬ 
vice  lost  ground  relative  to  their  Census  veteran  peers 
with  additional  years  of  service.  All  else  equal, 
enlisted  personnel  seven  years  out  who  left  the  mili¬ 
tary  after  six  years  of  service  earned  roughly  the  same 
amount  as  their  Census  peers  ($1600  constant  -  2  (868). 


The  transition  effect  for  enlisted  personnel  dif¬ 
fers  from  the  effect  for  officers.  Officer  separatees 
went  through  a  seven  year  catch-up  period  during  which 
earnings  steadily  rose.  The  cross-sectional  regression 
results  for  enlisted  separatees,  however,  as  with  offi¬ 
cer  retirees,  appear  to  be  biased  by  the  same  type  of 
"cohort"  effect,  since  our  longitudinal  analysis  in 
Chapter  VI  shows  the  existence  of  a  transition  effect 
for  enlisted  separatees  as  well  as  officer  separatees. 
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Table  12 


ENLISTED  HALE  SEPARATEES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Independent  Variables 


Constant 


" 


Length  of  Servlet: 


LOS  13 


•  IS  07 
009) 


a  .868 

(37) 

311 

•  -957 

<A8) 

•  -105? 
(75) 

9* 

•  -870 
(266) 

1* 


•  2727 
(87) 
32* 

•  -1356A 
( 1647) 
0.  1* 


Education: 

Lass  than  12  years 


Oraatar  than  15  years 


Tina  Since  Separation: 
0  -  1  years 


2-3  years 


A  -  6  years 


Tears  In  Last  Grade  Less 
Hean  Tine  In  Last  Grade 


Race:  Black 


Pay  Grade  1 :  E-7  and  Above 

for  LOS  less  than  17 


Pay  Grade  2:  B-7  and  Above 

for  LOS  treater  than 
or  equal  to  17 


Dependent  Variable  Mean 
Mean  Census  Earnings 


Regression  nodal  ulth  the  dependent  variable  oalculated  as  the 
difference  bet seen  separatees'  actual  earnings  (adjusted  to  198? 
dollars  ulth  the  BCD  and  as  tin  a  ted  earnings.  Bst  lasted  earnings 
are  based  on  regression  coefficients  from  Census  data  for  full- 
tlae,  aala  veterans  ulth  earnings  greater  than  16,000. 


•  SAB 

(96) 

33* 

•  111 
(A  1  ) 

0 

•  3165 

(86) 

3A* 

•  A230 
(21A) 

5* 

•  5291 
(737) 

0.5* 
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The  education  variables  show  that  enlisted  person¬ 
nel  with  less  than  a  high  school  diploma  fared  better 
than  their  Census  veteran  peers  without  a  high  school 
diploma  while  enlisted  personnel  with  greater  than  15 
years  of  education  fared  worse,  relative  to  their 
Census  peers.  The  effect  of  the  time  in  last  grade 
variable  is  again  very  small,  but  is  positive  and  sta¬ 
tistically  significant.  Black  separatees  fared  better 
than  other  veteran  blacks  in  the  workforce.  Like 
officer  separatees,  enlisted  personnel  separating  in 
higher  pay  grades  tended  to  fare  better  relative  to 
their  Census  veteran  peers  than  did  the  lower  pay  grade 
group,  all  else  equal. 

Retirees  Regression  results  for  enlisted  retirees 
are  Found  In  Table  13.  The  "typical"  white,  high 
school  graduate  retiree  who  retired  after  a  20  year 
career  and  was  in  the  civilian  workforce  for  seven 
years  or  more  earned  approximately  $6,300  less  than  the 
Census  veteran  comparison  group  in  1981. 

The  effect  of  different  career  lengths  on  post¬ 
service  earnings  is  weak,  similar  to  officer  retirees. 
For  each  year  of  service  past  20,  retirees  lost  $350 
relative  to  the  Census  veteran  comparison  group.  The 
enlisted  retirees  appear  to  go  through  a  transition 
period.  In  the  first  year  after  retirement,  enlisted 
personnel  earned  almost  $9300  less  than  those  who  have 
been  separated  for  seven  years.  However  by  the  second 
and  third  years  the  gap  narrowed  to  $7,000  and  by  the 
fourth  year  after  retirement  the  gap  closed  to  $6,400 
all  else  equal.  The  other  variables,  education,  time 
in  last  grade,  black  and  pay  grade,  all  have  the  ex¬ 
pected  signs  and  are  of  similar  magnitude  to  enlisted 
separatees. 
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ENLISTED  MALE  RETIREES  1981  ROST-SERV ICE  EARRINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Independent  Variables 


Length  of  Service  After 
Retireaent  Eligibility 


Education: 

Lass  than  12  years 


Greater  than  15  years 


Tine  Since  Separation: 
0  -  '  years 


2-3  years 


a  -  6  years 


Tears  in  Last  Grade  Less 
Mean  Tine  in  Last  Grade 


Race:  Blac* 


Pay  Grade:  E-S  and  Belov 


Dependent  Variable  Mean 
Mean  Census  Earnings 


•  -6303 
(117) 

•  -3»6 
(18) 

2.8  years 


a  utu- 
(1  ’0) 
2*i 

-620r 
(«96’  ) 
0.0't 


•  -29  72 

<  17  0 ' 

91 

e  .67 1 
(127  , 
201 


e  .91 
(29) 
0 

•  an 

('00' 

3’t 

•  -2306 
(117) 

3  3* 
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Regression  Model  with  the  dependent  variable  calculated  as  the 
difference  between  retirees’  aetual  earnings  (adjusted  to  193? 
dollars  vi in  the  ECI),  and  estimated  earnings.  Estiestes  ea-nings 
•re  based  on  regression  eoefftclents  free  Census  data  for  full- 
tlae,  Male  veterans  with  earnings  greater  than  16,000. 
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IV.  OCCUPATION  RESULTS 

One  of  the  important  advantages  of  the  the  IRS/SSA 
data  base  is  that  it  is  large  enough  to  examine  sep¬ 
arately  subgroups  drawn  from  the  full  data  base.  This 
chapter  analyzes  the  post-service  earnings  differen¬ 
tials  of  each  occupational  subgroup  within  the  IRS  data 
base.  The  analysis  of  occupation  groups  leads  to  a 
fuller  understanding  of  post-service  earnings  by  iso¬ 
lating  particular  occupational  groups  that  may  fare 
substantially  better  or  worse  than  their  Census  veteran 
peers . 

The  tables  presented  below  compare  three  groups. 
The  first  group  is  comprised  of  former  officers  and 
enlisted  personnel  sorted  into  twelve  broad  occupa¬ 
tional  subgroups  according  to  the  individual's  DoD  pri¬ 
mary  occupation  code.  The  second  two  groups  are  drawn 
from  the  Census  and  are  compared  to  the  occupational 
subgroups  of  former  military  personnel  from  the  IRS 
database.  The  first  Census  group  is  the  same  group 
used  in  the  regressions  discussed  earlier;  all  male 
veterans  working  full  time  and  earning  more  than 
$6,000.  The  second  Census  group  is  broken  into  occupa¬ 
tional  subgroups  matching  the  occupational  categories 
for  former  military  personnel. 

The  matching  of  military  and  civilian  occupations 
was  based  on  the  DoD  Occupational  Conversion  Manual  and 
a  preliminary  draft  of  the  Booz  *  Allen  &  Hamilton, 
Inc.  report  "Military  Crosscode  Project"  for  the  Office 
of  the  Assistant  Secretary  of  Defense.  The  military 
occupation  codes  available  in  the  IRS  data  sort  offi¬ 
cers  and  enlisted  personnel  into  six  occupational  cate¬ 
gories,  based  on  individuals'  primary  DoD  occupation 
code . 1  -  For  officers,  the  categories  are  1)  combat 


14/ 


For  Army  officers  the  DoD  primary  occupational 
code  is  not  always  representative  of  the  oc¬ 
cupation  in  which  the  officer  served  his  career. 
An  officer  can  be  assigned  an  infantry  primary 
code,  but  serve  in  an  unrelated  occupation. 
Overall,  a  larger  proportion  of  Army  officers 
probably  is  classified  in  combat  arms  than  is 
reflective  of  actual  Military  occupation. 
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arms,  2)  aviation,  3)  science  and  engineering,  4) 
administration,  5)  medical  and  dental  and  6)  other. 
For  enlisted  personnel  the  categories  are  1)  combat 
arms,  2)  electronics,  communications  and  intelligence, 
3)  electricians,  mechanics  and  craftsmen,  4)  adminis¬ 
tration,  5)  medical  and  dental,  and  6)  other.  The 
"other"  category  combines  all  those  jobs  which  could 
not  be  classified  into  the  first  five  occupations. 
Census  job  classifications  were  then  matched,  where 
possible,  to  a  set  of  10  enlisted  and  25  officer  occu¬ 
pation  categories.  These  35  categories  were  then  com¬ 
bined  to  the  6  officer  and  6  enlisted  categories  used 
in  the  IRS  data  set.  No  Census  occupations  were 
classified  as  combat  arms.  Census  occupations  similar 
to  electricians,  mechanics,  and  craftsmen  were 
classified  in  the  enlisted  "other"  category.  This 
crosswalk  ensures  that  the  earnings  differentials 
compare  military  occupations  with  similar  civilian 
occupations,  but  cannot  clearly  distinguish  between 
individual  officer  and  enlisted  personnel  in  the 
Census.  For  example,  some  occupations  classified  in 
the  scientist  and  engineer  category  in  the  Census  (an 
officer  group  of  jobs)  may  in  fact  be  filled  by  an 
enlisted  separatee.  There  is  no  civilian  occupation  on 
the  military  personnel  files  so  that  tracing  an 
individual  from  military  to  civilian  occupation  is  not 
possible.  However,  most  of  the  military  occupations 
included  in  the  comparison  groups  have  close  civilian 
counterparts. 

The  tables  in  this  chapter  present  two  sets  of 
regression  models  for  each  occupation  for  which  sep¬ 
arate  Census  groups  were  identified.  The  first  model 
contrasts  the  earnings  of  military  retirees  and  sep¬ 
aratees  to  the  earnings  of  all  male  veterans  drawn  from 
the  Census  who  are  working  full  time  and  earning  more 
than  $6,000.  This  model  is  presented  for  all  12  mili¬ 
tary  occupation  groups  from  the  IRS  data. 

The  second  model  matches  military  retiree  and  sep¬ 
aratee  occupational  groups  to  male  veterans  working 
full  time  and  earning  more  than  $6,000  in  the  matching 
Census  occupations.  The  second  comparison  does  not 
necessarily  contrast  civilian  aviators  to  retirees  'and 
separatees  who  are  aviators  in  their  post-service 
careers,  but  rather  compares  civilian  aviators  to  those 
individuals  who  were  aviators  while  in  the  military,  no 
matter  what  their  post-service  occupations  have  been. 
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As  a  result  the  reported  occupational  earning  differen¬ 
tials  are  due  to  at  least  two  factors.  First,  the 
earnings  of  civilian  and  former  military  aviators 
(working  in  aviation)  may  differ.  Second,  some  portion 
of  the  former  military  aviators  may  not  have  found  avi¬ 
ation  jobs  in  the  civilian  economy  and  may  be  working 
in  other,  possibly  lower  or  higher  paying,  occupations. 
Without  additional  information  both  about  the  actual 
occupation  at  the  time  of  reported  earnings  and  about 
voluntary/involuntary  occupation  switches,  it  is  dif¬ 
ficult  to  draw  specific  conclusions  about  detailed 
occupational  comparisons. 

Findings 

Occupational  regressions  were  estimated  for  officer 
retirees  and  separatees  and  enlisted  retirees  and  sep¬ 
aratees.  The  regression  models  include  the  same  vari¬ 
ables  and  can  be  interpreted  in  the  same  manner  as  the 
regressions  discussed  in  Chapter  III.  Therefore,  dis¬ 
cussion  of  the  occupation  regression  results  focuses  on 
the  overall  findings  from  the  comparisons  rather  than 
on  the  details  of  each  regression  model.  In  partic¬ 
ular,  the  magnitude  of  the  earnings  differential  and 
the  impact  of  length  of  service  and  time  since  separa¬ 
tion  are  discussed. 

Officers 

Separatees.  Non-black  male  separatee  aviators  with 
a  college  education  and  who  left  military  service 
before  their  fifth  year  of  service  fared  better  after 
seven  years  out,  all  else  equal,  than  all  Census 
veterans,  but  earned  $7,000  less  than  those  Census 
veterans  working  in  aviation,  as  shown  in  Table  14. 
Officers  separating  after  careers  longer  than  four 
years  lost  ground-  relative  to  all  Census  veterans  and 
Census  aviators.  For  aviator  separatees  there  appears 
to  be  little  financial  incentive  to  remaining  in  mili¬ 
tary  service  past  the  fourth  year.  Aviator  separatees 
appeared  to  pass  through  a  transition  period  after  sep¬ 
aration  relative  to  all  Census  veterans.  In  the  first 
year  after  separation,  the  aviator  with  4  years  of  ser¬ 
vice  earned  about  $6,800  less  but  by  the  seventh  year 
earned  about  $2,100  more  than  all  Census  veterans,  all 
else  equal.  The  comparison  of  aviator  separatees  to 
Census  veterans  aviators  shows  the  reverse  pattern.  In 
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relation  to  Census  veterans  aviators,  aviator  sep¬ 
aratees  fared  better  in  the  early  years  after  separa¬ 
tion  than  they  did  after  seven  years  since  separation. 


A  .  .  # 


Officer  separatees  working  in  the  military  as 
scientists  and  engineers  fared  well  relative  to  all 
Census  veterans  and  Census  veteran  engineers  and  scien¬ 
tists.  Different  career  lengths  did  not  have  a  signifi¬ 
cant  effect  on  post-service  earnings  differentials  as 
shown  in  Table  15.  Scientist  and  engineer  separatees 
did  best  relative  to  Census  veterans  in  the  early  years 
after  separation,  probably  reflecting  the  premium 
civilian  employers  were  willing  to  pay  for  recent  expo¬ 
sure  to  advanced  military  technology. 

Officer  administrator  separatees  fared  about  the 
same  whether  compared  to  all  Census  veterans  or  Census 
administrators.  Separatees  with  military  careers  less 
than  five  years  who  have  been  in  the  civilian  work 
force  seven  or  more  years  earned  about  $2,000  more  than 
Census  veterans,  all  else  equal,  as  shown  in  Table  16. 
Different  military  career  lengths  had  little  impact  on 
earnings,  except  for  those  officers  separating  with 
thirteen  to  sixteen  years  of  service.  Administrator 
separatees  appear  to  go  through  a  transition  period 
where  their  earnings  rise  steadily  after  separation. 

Not  surprisingly,  officer  separatees  working  as 
physicians  or  dentists  fared  much  better  in  their  post¬ 
service  careers  than  all  Census  veterans.  The  compar¬ 
ison  of  separatees  to  Census  physicians  and  dentists 
shows  that  separatees  earned  substantially  less  than 
their  peers  in  the  first  years  after  separation,  but 
rapidly  narrowed  the  differential.  After  seven  years, 
separatees  with  four  year  military  careers,  earned 
about  $3,000  less  than  their  Census  veteran  physician 
peers,  all  else  equal  (see  Table  17). 

Officers  working  in  combat  arms  occupations  are 
compared  only  to  all  veterans  (see  Table  18).  Combat 
arms  separatees  appear  to  go  through  a  transition 
period  where  earnings  catch  up  to  Census  veteran  sal¬ 
aries.  After  seven  years,  combat  arms  separatees 
earned  about  the  same  as  civilians.  Combat  arms  sep¬ 
aratees  did,  however,  face  an  earnings  loss  for  remain¬ 
ing  in  the  Services  beyond  their  eighth  year. 


APPENDIX  0 


.•Vv- a 
.■>  v-v-v-v- 


\ -„-\-v 'A 

v y \- 

■  ~  -  -  ■  ■  v  - 


•  .  -r  -  .  .  .  A  •  .  •  .  ■  >  -  .  * 

v  ~> 


."V  *. 


VS  >. 


vsss*: 

— *•  -*  v  *  ^ 


VVVvSVV-VV 


-■ ?  M  I-  »  ~r  . 


-rHA1:::.*.! 


■/vVA'.'lV'.V 


»•***»•  • 


i 

I 


OFFICER  MALE  SEPARATEES  1961  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Independent  V»rl»bl«* 


Conet ant 


Length  of  Service: 


LOS  13 


Education: 

Laaa  than  12  years 


12  to  15  yaara 


Tlae  Since  Separation: 


Aviation 
Coaparlaon  to 
Cenaua  Aviation 
Occupatlona 


•  -7081 
(697) 


0  -  1  yaara 


2-3  yaara 


4-6  yaara 


Taara  In  Last  Grade  Laaa 
Naan  Tine  In  Laat  Grade 


Race:  Black 


Pay  Grade  1:  0-5  and  Above 

for  LOS  laaa  than  17 


Pay  Grade  2:  0-5  and  Above 

for  LOS  greater  than  or 
equal  to  17 


Dependent  Variable  Mean 
Mean  Cenaua  Earning! 


Ragreaalon  nodal  with  the  dependant  variable  calculated  aa  the 
difference  between  eeparateea'  actual  earnlnga  (adjusted  to  1982 
dollara  with  the  ECI)  and  eatlaated  earning*.  Eatlnated  earnlnga 
are  baaed  on  regraaalon  coefficient*  froa  Cenaua  data  for  two 
aubfroupa:  1)  full-tine,  nale  veterane  with  earnlnga  greater  than 
66,000  In  the  above  profoatlon.  and  2)  all  full-tine,  nale 
veterana  witn  earnlnga  greater  than  16,797. 


•  -2715 

(287) 

263 

•  -2257 

(633) 

69 

•  -4386 
(2130) 

19 


•  16955 
(6163) 
0.29 

•  4445 
(616) 
249 


•  4220 
(975) 

99 

•  6539 
(695) 

259 

•  4110 
(634) 

339 

e  .665 
(203) 
0 

•  18324 
0373) 

43 

-9198 

(6506) 

0.28 

16740 

(9879) 

0.18 


.oaparlson  to 
All  Cenaua 
Vatarana 

•  2061 
(698) 


•  1154 
(255) 

403 

•  -1225 

(287) 

263 

-1111 

(634) 

63 

•  -4270 
(213D 

13 


•  13916 
(6168) 
0.23 

•  4471 
(617) 

243 


•  -890'1 

(976) 

93 

•  -3179 

(695) 

258 

•  -13»7 

(634) 

338 


•  6890 
(1375) 

48 

2431 

(6511) 

0.29 

•  23206 
(9887) 
0.13 
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table  15 

OFFICER  HALE  SEPARATEES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Independent  Variable* 
Conatant 

Length  of  Service: 

LOS  5 

LOS  9 

LOS  13 

LOS  17 

Education: 

Laaa  than  12  yeara 

12  to  15  yaara 

Tina  Since  Separation: 
0  -  1  yaara 

2-3  yaara 

A  -  6  yaara 


Teara  In  Laat  Orade  Laaa 
Haan  Tlae  in  Laat  Grade 


Race:  Black 


Pay  Grade  1:  0-5  and  Above 

for  LOS  laaa  than  17 


Pay  Grade  2:  0-5  and  Above 

far  LOS  greater  than  or 
equal  to  17 

R* 

H 

Dependent  Variable  Naan 
Haan  Cenaua  Sarnlnga 


Sclentlata  A  Enalneera 
Coaparlaon  to  CoSparTaoii  to 


Cenaua  Sclentlata 

4  Enalneera 

•  5393 
(645) 


339 

(295) 

36* 

-469 

(333) 

19* 

-993 

(750) 

4* 

2193 

(3«20) 

0.2* 


•  20616 
(6039) 

0.2* 

•  -3834 

(1445) 

5* 


6 

(1176) 

6* 

-969 

(777) 

19* 

»  -1781 
(632) 
37* 

•  -510 
(229) 
0 

479 

(1655) 

3* 

n.a. 


.0149 

3987 

4647 

33992 


All  Cenaua 

Teterana 

•  3391 
(645) 


442 

(295) 

36* 

-392 

(333) 

19* 

-867 

(750) 

41 

2223 

(3421) 

0.21 


•  24530 
(6040) 
0.2* 

-699 

(1445) 

5* 


-874 

(1176) 

6* 

•  -1644 

(777) 

191 

•  -2112 

(632) 

37* 

•  -475 
(229) 
0 

2152 

(1655) 

3* 

n.a. 


.0118 

3987 

2789 

29088 


Regreaalon  aodel  with  the  dependent  variable  calculated  aa  the 
difference  between  aeparateea'  actual  earnlnge  (adjucted  to  1962 


Eatlwated  earning* 
anaua  data  for  two 


dcllara  with  the  ICI)  and  eat laat ed  earnlnga. 
are  baaed  on  regreaalon  eeeffielenta  frow  Gena 
aubgroupa:  1)  full -tlae,  aale  veterana  with  earnlnga  greater  then 
86,000  In  the  above  profeaalon.  and  2)  all  full-tlae,  aale 
veterana  with  earnlnga  greater  than  96,00V. 
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Table  16 


OFFICER  MALE  SINMTtES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Independent  Variables 
Constant 


Length  of  Service: 
LOS  5 


LOS  9 


LOS  13 


LOS  17 


Education: 

Loan  than  12  years 


12  to  15  year* 


Tlao  Slneo  Separation: 
0  -  1  jraara 


2-3  years 

A  -  6  yaara 


Race:  Black 


Taara  In  Last  Grade  Laaa 
Maan  Tlao  In  Last  Grade 


Pay  Orada  1:  0-5  and  Above 

for  LOS  laaa  than  17 


Pay  Orada  2:  0-5  and  Above 

for  LOS  greater  than 
or  equal  to  17 


Depandent  Variable  Moan 
Naan  Ceneua  Earnings 


Adalnlstrstlon 

coapariaon  to  Coaparlson  to 


Census  Adaln. 
Occupations 


•  2200 
(5*5) 


73 

(23D 

3*» 


-A  37 

(267) 

22* 


•  -2A31 
(A89) 
6* 


1A0 

(1275) 

1* 


7282 

<*99*) 

0.2* 


1398 

(1035) 

8* 


•  -5811 
<9A  l) 

7* 


-2826 

(613) 

23* 


•  -1992 
(538) 
35* 


•  -531 
(175) 
0 


■  1937 
(865) 
7* 


-2318 

(335D 

0.5* 


.0277 

6*65 

72 

31616 


All  Census 

Veterans 


1958 

(5*5) 


103 
(23  1) 

3«* 


-A05 

(267) 

22* 


■2385 

(«89) 

6* 


152 

0275) 

1* 


•  10861 
(**993) 
0.2* 


•  AS  1  2 
(1035) 

8* 


-6060 

(9*1) 

7* 


-3032 

(613) 

23* 


•  -2101 
(538) 
35* 


•  -518 
(175) 
0 


1260 

(865) 

7* 


-1226 

(335D 

0.5* 


n.a. 


.02*8 

6*65 

67 

29068 


Regression  aodel  with  the  dependent  variable  calculated  as  the 


difference  between  seperateea'  actual  earnings  (ad just sd  to  1962 
dollars  with  the  ECI)  and  eat lasted  earnings.  Estlaated  earnings 
are  besed  on  regression  coefficients  from  Census  data  for  two 
auhgroups:  1)  full -ties,  aale  veterans  with  earnings  greater  than 

1  full-tlae,  aale 


subgroups:  1)  full-tlae,  aale  veterans  wll 
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OFFICER  HALE  SEPARATEES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Independent  Terleblee 
Constant 

Length  of  Service: 

LOS  5 


Had leal  A  Dental _ 

coapariaon  to  Coapariaon  to 
Canaua  HAD  All  Canaua 

Occupations  Veterans 


•  -2725 
0237) 


•  *567 
(506) 

361 


Education: 

Lasa  than  12  years 

12  to  15  years 

Tlae  Since  Separation: 
0  -  1  years 

2-3  years 

A  -  6  years 


Tears  In  Last  Grade  Less 
Hean  Tlae  In  Last  Grade 


6990 

02670) 

0.1* 


•  69029 
(7620) 

1* 

•  37105 
(5690) 

1* 


•  -19775 
(2228) 
10* 

•  -8223 
0605) 

2«* 

•  -9236 
(1998) 

33* 


-1082 

(3095) 

9* 

•  23800 
0799) 
27* 


•  232»3 
0237) 


•  9919 
(506) 
36* 

•  -3522 
(759) 
22* 


7326 

(12670) 

0.1* 


•  91982 
(7620) 

1* 


•  -29168 

(2228) 

10* 

•  -11260 

0605) 

29* 

•  -5991 
(1998) 
33* 


•  27911 
(1799) 
27* 


Race:  Black 


Pay  Grade  1:  0-5  and  Above 

for  LOS  leas  than  17 


Pay  Grade  2:  0-5  and  Above  for 

LOS  greater  than  or  equal  to  17 


Dependant  Variable  Hean 
Haan  Canaua  Earnings 


Regression  aedel  with  the  dependent  variable  oalculated  as  the 
difference  between  aeparateee'  actual  earnings  (adjusted  to  1982 
dollars  with  the  ECI)  and  estlaated  earnings.  Estlaated  earnings 
are  based  on  regreaalon  coefficients  froa  Census  data  for  two 
subgroups:  1)  full-tlae,  aale  veterans  with  earnings  greater  than 
86.000  In  the  above  profession,  and  2)  all  rull-tlae,  aale 
veterans  with  earnings  greater  than  86,000. 


• 

4Br*  “w1*# 

*"V*-1* 

• 

•***y 

APPENDIX  Q 


2.V.V, V^.-.V  V  v  vV.*  V  V  V. 


“  „>  .  »  *  •  *  *  '  ^  -  *  r 


'  \  .  * 
■.NV'V'.*'  ■'  a“VW’- 

*  *  *  \  ‘  1  ,  9*.  »*, 

*  w  s*  .*>•  , 

.  '  -  ’  *.‘.,*9a*.*k'k 


.V  •.»  >  *  *  >  *-.»i 


-  »  ;*  -i»  r  -rir.r  v  -  1 


v'  A.'-  3 7t  75 


■  *frHNwWpnKesiienAjplitWft»e  * 


V-V-V  \V. 


Table  H 

OFFICER  MALE  SEPARATEES  1981  POST-SERVICE  EARNINC5 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Independent  Variable* 


Length  of  Service: 


Coabat  Area 
Coapariaon  io 
All  Canau* 

Vatarana 


Other 

Coapariaon  to 
All  Canaua 

Vatarana 

•  "2365 
(585) 


a  .826 

(228 ) 

3»« 


•  -302? 
(535) 

it 


•  -2967 
(610) 

51 


-  V  V  V  ■  j-  .•  •• 

\  •*.  .  • . 


•  -7263 
(932) 

95 


•  -2586 
(57*) 
378 


•  9167 
(990) 

88 


•  -*217 
(889 ) 
105 


-1135 

(61*) 

3*8 


Education: 

Lasa  than  12  yeara 


12  to  15  paara 


Tlae  Slnca  Saparatlon: 
0-1  paara 


3  paara 


*  •  6  paara 


Taara  In  Laat  Grade  Laaa 
Naan  Tlaa  In  Laat  Grad* 


Raca:  Black 


Fap  Grada  1:  0-5  and  Above 

For  LOS  laaa  than  17 


Fap  Grada  2:  0-5  and  Aboea  for 

LOS  graatar  than  or  equal  to  17 


Dependant  Variable  Naan 
Naan  Canaua  larnln(a 


a.  Recreaaton  aodel  with  the  dependant  variable  calculated  aa  the 
difference  between  aeparateea'  actual  earnlnga  (adjuated  to  1982 
dollar a  with  the  BCD  and  aatlaatad  aarnlnga.  Eatlaated  aarnlnfa  are 
baaed  on  ratreaalon  ooafflelanta  froa  Canaua  data  For  Full-tine,  wale 
vatarana  with  earnlnga  (renter  than  16,000. 
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Retirees .  Retired  officer  aviators  fared  poorly 
compared  to  Census  veteran  aviators,  earning  (after  20 
years  of  service  and  seven  years  since  retirement)  be¬ 
tween  $30,000  and  $35,000  less  than  Census  veteran  avi¬ 
ators.  This  large  differential  may  reflect  in  part  the 
difficulty  retirees  have  breaking  into  higher  paying 
jobs  in  aviation  after  twenty  years  or  more  in  the 
Services.  Career  length  and  time  since  separation  have 
either  small  or  insignificant  effects  on  the  earnings 
differential  (see  Table  19). 


Scientist  and  engineer  officers  retiring  after  20 
years  and  having  been  retired  for  seven  or  more  years 
earned  about  $1,200  more  than  their  counterpart  Census 
veteran  scientists  and  engineers.  Retired  scientists 
and  engineers  did  best  relative  to  Census  veterans  in 
their  first  years  of  retirement,  as  shown  in  Table  20. 


Retired  administrators,  like  scientists  and  engi¬ 
neers,  tended  to  fare  best  relative  to  their  Census 
veteran  peers  in  the  early  years  of  retirement.  After 
seven  years  of  retirement,  officers  with  20  years  of 
service  earned  about  $5,000  less  than  Census  veteran 
administrators,  all  else  equal  (see  Table  21). 


Similar  to  physician  and  dentist  separatees, 
retired  physicians  and  dentists  earned  much  more  than 
all  Census  veterans,  but  earned  about  the  same  as 
Census  physicians  and  dentists.  Retired  physicians  and 
dentists  lost  ground  relative  to  Census  veterans  for 
each  additional  year  they  remained  in  military  service 
past  their  retirement  eligibility,  as  shown  in  Table 
22.  Retiree  military  physicians  and  dentists  evidently 
go  through  a  transition  period.  All  else  equal,  retired 
doctors  after  20  years  of  service  earned  about  $10,500 
less  than  Census  veteran  doctors  in  their  first  retire¬ 
ment  year,  but  by  the  seventh  year  of  retirement  earned 
about  the  same  amount  ($1000  more). 
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Table  19 

OFFICER  MALE  RETIREES  1981  FOST-SEAVICE  EARNINGS 
RELATIVE  TO  CENSUS  COONTERPARTS* 


Aviation 


Independent  Variables 

Coaparlson  to 
Census  Aviation 
Occupations 

Coapiriion  to 

All  Consul 

V«t*r«m 

Constant 

•  -32596 

•  -7238  * 

r 

(647) 

(645) 

Length  of  Service  After 

«  -397 

•  -215 

.*  ^ 

RetlreBcnt  Eligibility 

(96) 

(96) 

Education: 

2.6  years 

2.6  years 

.  •*. 

Leas  than  12  years 

•  14154 

•  11977 

r 

(3424) 

(3412) 

1* 

1* 

a* 

12  to  15  years 

•  8154 

•  11260 

(773) 

(770) 

Tine  Since  Separation: 

34* 

34* 

0  -  1  years 

1028 

•  -1964 

-*T—i 

(973) 

(969) 

10* 

10* 

2-3  years 

965 

-821 

(736) 

(733) 

26* 

26* 

■> 

4-6  years 

-1231 

•  -1838 

(675) 

35* 

(672) 

35* 

•An 

Tears  in  Last  Grade  Less 

-103 

-iU 

Mean  Tine  in  Last  Grade 

(138) 

(137) 

»  * 

0 

0 

4 

Race:  Black 

•  18605 

•  6370 

(2382) 

(2373) 

1* 

1* 

..  ,N 

Fay  Grade:  0-4  and  Below 

•  -4108 

•  -5077 

32 

(786) 

(783) 

44* 

44* 

R* 

.0530 

.0674 

N 

4479 

4479 

Dependent  Variable  Mean 

-32398 

-7061 

Mean  Census  Earnings 

50377 

290B8 

Regression  aodcl  with  the  dependent  variable  calculated  as  the 
difference  between  retireea'  actual  earnings  (adjusted  to  1982 
dollars  with  the  ECI)  and  estimated  earnings.  Estimated  earnings 
are  based  on  regression  coefficients  froe  Census  data  for  two 
subgroups:  1)  full-ties,  Bale  veterans  with  earnings  greater  than 
•6  ,000  in  the  above  profession,  and  2)  all  full-tlae,  Bale 
veterans  with  earnings  greater  than  »6,TOy. 
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OPTICS*  DILI  RETIREES  19*1  POST-SERVICE  ERRR1R0S 
RELATIVE  TO  CERSUS  COORTERPARTS* 


Sclentlata  A  Bnalneera 
Coaparlaon  to  Coaparlaon  to 

Canaua  Sclentlata  All  Canaua 
A  Bnalneera  Vatarana 


•  -39* 

007) 

3*0  year a 


•  19m 
<9657) 
0.1* 


-3)7 

007) 

3.0  yaara 


•  23056 
(965*) 
0.11 


•  *7*5 

0  326) 
16* 


•  29*0 
(1001) 

11* 

•  26*8 
(796) 

*3* 


•  210* 
(796) 
23* 


Independent  Varlablaa 


Length  of  Service  After 
Retlreaent  Eligibility 


Education: 

Laaa  than  12  yaara 


12  to  15  yaara 


Tlaa  Slnea  Saparatlon: 
0-1  yaara 


2-3  yaara 


*  -  6  yaara 


Taara  In  Laat  Orado  Laaa 
Naan  Tlae  In  Laat  Grade 


Raca:  Slack 


Pay  Orada:  0-*  and  Below 


Dapandant  Varlabla  Naan 

Naan  Canaua  Earnlnga 


Ragraaaion  acdal  with  tha  dapandant  varlabla  calculatad  aa  the 
diffaraaca  between  retlreea'  actual  oarnlnga  (adjuated  to  19*2 
dollara  with  tha  BCD  and  aatlMtad  earnlnga.  Eatlaatad  earnlnga 
are  baaed  on  ragraaaion  ooafflelenta  Proa  Canaua  data  for  two 
aubgroupa:  1)  full -tlae,  aala  vatarana  with  earnlnga  greater  than 
*6,000  In  tha  above  arofeaalon.  and  2)  all  full-tine,  aala 
vatarana  will:  earnlnga  greater  than  *6,oTO. 


•  5775 
(2863) 

1* 

•  -6651 
(935) 
33* 
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Table  21 


OFFICE*  HALE  RETIREES  1901  POST-SERVICE  EARRINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


_ _ Adalnlstrtt Ion 

Conparlson  to  CSaparTson  t 
Cantus  Adaln.  All  Cantus 
Occupations  Tatarans 


a  .5019 
(506) 


•  -**30' 

(506) 


3* 

(70) 

3.5  yasra 


91 

(TO) 

3.5  yatrt 


•  3755 
(9  22) 

3«» 


•  (2lt 
(3**8) 

0.45 

•  7127 
(922) 

3«« 


JjndejendentJarlables, 

Constant 


Lanttn  of  Service  Aftar 
Ratlraaant  Ellflblllty 


Education: 

Lott  than  12  yatrt 


12  to  15  yaart 


Tlaa  Since  Separation: 
0  -  1  yaart 


2-3  yaart 


A  -  6  yaart 


Teart  In  Laat  Oradc  Lett 
Mean  Tlae  In  Last  Grade 


Race:  Black 


Fay  Oradc:  0-*  and  Below 


Dependant  Variable  Haan 
Haan  Census  Earnings 


Regression  nodal  with  the  dependant  variable  eeleulated  as  the 
difference  between  retirees'  actual  earnings  (adjusted  te  1962 
dollars  with  the  ECI)  snd  estlnatad  earnings.  Eatlsatad  earnings 
are  based  on  regression  coefficients  fros  Census  data  for  two 
subgroups:  1)  full-tine,  sale  veterans  with  earnings  greater  than 
S6.000  In  the  above  profession,  and  2)  all  full-tine,  aalc  veterans 
with  earnings  greater  than  4b, 000. 


•  6400 
(954) 

55 

•  -6230 
(73’) 

•55 


•  5758 
(954) 

55 

•  -6361 
(73D 

*55 
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Table  22 

OFFICER  HALE  RETIREES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Independent  Variables 
Constant 


Length  of  Ser Tie*  After 
Retlreaent  Eligibility 


Education: 

Lea*  than  12  years 


12  to  15  years 


Tlaa  Since  Separation: 
0-1  yeara 


2-3  yeara 


A  -  6  yeara 


Tears  In  Laat  Grade  Less 
Hean  Tlae  In  Last  Orade 


Race:  Black 


Fay  Orade:  0-»  and  Below 


Ned  leal  1  Dental 
coapariaon  to  Coaparlaon  to 

Cenaua  MAD  All  Cenaua 

Occupation!  Veterana 


1028 

(2251) 

-2258 

(370) 

2.3  yeara 


•  73873 
(15387) 

0.31 

•  35955 
(3693) 

12* 


•  -11525 
(3209) 
11* 

a  .6610 
(2555) 
26* 

-1726 

(23*5) 

38* 


-AA12 

(7295) 

1* 

•  -31936 
(2786) 
21* 


•  29931 
(22*9) 

a  .2606 
(370) 

2.3  years 


•  50720 
(15379) 
0.3* 

•  99*2 
(369D 
12* 


•  -9862 

(3207) 

11* 

-•77 1 
(255*) 
26* 

-252 

(23**) 

38* 


-5222 

(729D 

1* 

•  -3'893 
(2785) 
21* 


Dependent  Variable  Hean 
Mean  Census  Earnings 


a.  Regression  aodel  with  the  dependent  variable  calculated  as  the 
difference  between  retirees'  actual  earnings  (adjusted  to  1982 
dollars  with  the  ECI)  and  eatlaated  earnings.  Estlaated  earnings 
are  based  on  regression  coefficients  froa  Census  data  for  two 
aubgroupa:  1)  full-tiae,  aale  veterans  with  earnings  greater  than 
86,000  In  the  above  profession,  and  2)  all  full-tiae,  aale  veterans 
with  earnings  greater  than  16,000. 
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OFFICER  HALE  RETIREES  19>1  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


■  v  •  •  *-•  V. 


Indeoendent  Variable* 


Length  of  Service  After 
Retlreaent  Eligibility 


Eduoatlon: 

Leas  than  12  year* 


12  to  15  year* 


Tlaa  Sine*  Separation: 
0  -  1  years 


2-3  years 


A  -  6  years 


Tears  In  Last  Grade  Less 
Hean  Tlae  In  Last  Grade 


Race:  Black 


Pay  Grade:  0-9  and  Below 


Coabet  A-es 
ceaparlson  to 
All  Census 

Veterans 

a  -5A03 

(627) 

17 

(89) 

3.3  years 


7609 

(7088) 

0.11 

•  8188 
(966) 
271 


Other 

caparison  to 
All  Census 
Veterans 

•  -7772 
(626) 

2 

(86) 

3.1  years 


•  16092 
(3719! 

0.51 

•  10159 

(938) 

3H 


-1219 

(928) 

121 


•  -998 
(169) 

0 

•  9285 
(1267) 

51 

•  -9882 

(818) 

33* 


•  5908 
(1318) 

91 

*  -6082 
(767) 

961 


Dependent  Variable  Hean 
Hean  Census  Earnings 


Regression  aodel  with  the  dependent  variable  calculated  a*  the 
difference  between  retirees'  actual  earnings  (adjusted  to  1982 
dollars  with  the  ECI)  and  estlaated  earnings.  Estlaated  earnings 
are  based  on  regreaslon  coefficients  froa  Census  data  for  full-tlae, 
aale  veterans  with  earnings  greater  than  $6|000. 
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Enlisted  Personnel 

Separatees ♦  Technicians  (electronics,  communica- 
tions  and  Intelligence  personnel)  separated  for  seven 
or  more  years  after  a  less  than  five  year  military 
career  earned  $ 2200  more  than  Census  veteran  techni¬ 
cians,  all  else  equal.  This  positive  differential 
eroded  with  each  year  served  beyond  four  as  shown  in 
Table  24.  Technicians'  earnings  appear  to  peak  rela¬ 
tive  to  Census  veteran  technicians  after  two  to  three 
years  as  the  differential  rose  to  about  $3100  (2218  & 
900)  for  separatees  with  two  to  three  years  of  civilian 
experience  and  fell  to  $2200  by  the  seventh  year  in  the 
civilian  workforce. 

Administrators  who  separated  after  four  years  of 
service  fared  relatively  well  compared  to  Census 
veteran  administrators  after  seven  years  in  the  civil¬ 
ian  workforce.  Administrators  staying  longer  than  four 
years  earned  less  relative  to  their  Census  veteran 
peers  with  each  additional  year  served.  Similar  to 
technicians,  administrators'  earnings  peaked  relative 
to  Census  veteran  administrators  after  two  to  three 
years  in  the  civilian  workforce.  After  seven  years 
out,  the  differential  narrowed  to  about  $4500  (Table 
25)  . 

The  difference  between  the  occupation  specific  and 
all  veteran  comparison  is  not  as  dramatic  for  enlisted 
personnel  working  in  medical  and  dental  professions  as 
it  was  for  officers  (see  Table  26).  This  finding  ref¬ 
lects  the  nature  of  enlisted  medical  and  dental  ocupa- 
tions  --  the  occupations  are  not  high  paying  relative 
to  other  jobs  in.  the  civilian  sector.  The  findings  are 
very  similar  to  those  for  separatee  administrators. 
Separatees  ending  their  military  careers  after  four 
years  of  service  and  who  have  been  in  the  civilian 
economy  for  seven  or  more  years  earned  about  $5200  more 
than  Census  veterans  in  similar  occupations.  Separa¬ 
tees  working  longer  than  four  years  in  the  military 
lost  between  $700  and  $900  from  the  $5200  differential 
(after  seven  years  out)  for  additional  years  served. 
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Table  2* 

ENLISTED  MILE  SEPARATEES  1961  POST-SERVICE  EARRINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS1 


Independent  Tarlablea 


Technical _ ______ 

Coapariaon  to  Coapariaon  to 

Canaua  Technical  All  Canaua 
Oeeueatlena  Tatarana  . 


Conatant 

*  2216 

•  2830 

(27*) 

(27*) 

Langth  of  Saralea: 

LOS  5 

a  -«i6 

•  -*«5 

(93) 

(93) 

30* 

30* 

LOS  9 

•  -932 

•  -957 

(110) 

(111) 

23* 

23* 

LOS  13 

•  -1081 

•  -1121 

(162) 

(162) 

11* 

11* 

LOS  IT 

•  -1*8* 

•  -1532 

(629) 

(629) 

1* 

1* 

Education: 

Laas  than  12  yaara 

•  790 

•  2212 

(217) 

(217) 

28* 

28* 

Graatar  than  1$  yaara 

•  -9233 

•  -1*773 

(1988) 

(1989) 

0.21 

0.2* 

Tine  Slnca  Saparatlon: 

0  -  1  yaara 

-1*5 

*1 

(323) 

(32*) 

10* 

10* 

2-3  yaara 

a  poo 

•  105* 

(2*5) 

(2*6) 

231 

23* 

*  -  6  yaara 

•  *36 

•  527 

(223) 

(223> 

33* 

33* 

Taara  In  Laat  Grade  Leas 

-79 

-82 

Naan  Tine  In  Laat  Grade 

(109) 

(109) 

0 

0 

Race:  Black 

337 

•  2937 

(209) 

(209) 

31* 

3i* 

Pay  Orade  1:  E-T  and  Above 

•  2912 

•  287* 

for  LOS  laaa  than  17 

(*35) 

(«35> 

6* 

6* 

Pay  Grade  2:  E-7  and  Above  for 

•  71*6 

•  7126 

LOS  greater  than  or  equal  to  17 

(1606) 

(1607) 

1* 

1* 

R* 

.0671 

.1101 

N 

13195 

13195 

Dependent  Variable  Naan 

936 

2729 

Naan  Canaua  Earnlnga 

26257 

29068 

a.  Ragraaalon  aodal  with  the  dependent  aarlabla  caleulatad  aa  tha  difference  between 
aeparateea*  aotual  aarnlnga  (adjuated  to  1962  dollara  vlth  tha  ECI)  and  aatlaatad 
aarnlnga.  Eatlaatad  aarnlnga  art  baaad  on  rograaalon  eoeffleienta  froa  Canaua  data 
for  two  aubgroupa:  1)  full-tlaa,  aala  aatarana  with  aarnlnga  groatar  than  66,000  .In 
theabove  profaaalon.  and  2)  all  full-tlaa,  aala  aatarana  with  aarnlnga  graatar  than 
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ENLISTED  MALE  SEPARATEES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


^  .*> 

.  -\V  Y-V- 


Independent  Variables 


Length  of  Service: 


_ Medlc«l  *  Dental 

Coaparlaon  to  Coaperleon  to 

Ceneus  MAO  All  Ceneue 

Occupations  Veterenp 


•  5161 
(332' 


•  -739 
(126) 
32* 


-2665 

(2210) 

0.2* 


•  -1798 
(923) 
11* 


•  1301 
(271) 
32* 


454  ' 

(333) 


•  -814 

(126) 

32* 


•  3*27 
(315) 
21* 

-3335 

(4808) 

0.1* 


•  -1387 
(423) 
11* 


Education: 

Less  than  12  years 


Greater  than  15  years 


Tlae  Since  Separation: 
0  -  1  years 


2-3  years 


4-6  years 


Tears  In  Last  Grade  Less 
Mean  Tlae  In  Last  Grade 


Race:  Black 


Pay  Grade  1:  E-7  and  Above 

for  LOS  less  than  17 


Pay  Crade  2:  E-7  and  Above  for 

LOS  greater  than  or  equal  to  17 


Dependent  Variable  Mean 
Mean  Census  Earnings 


Regression  nodal  with  the  dependent  variable  calculated  as  the 
difference  between  separatees'  actual  earnlnga  (adjusted  to  1982 
dollars  with  the  ECI)  and  estlaated  earnlnga.  Eatlaated  aarnlngs 
are  baaed  on  regression  coefficients  froa  Census  data  for  two  sub¬ 
groups:  1)  full -tlae,  aale  veterans  with  earnlnga  greater  than 
16.000  In  the  above  profession,  and  2)  all  full-tiae,  sale 
veterans  with  earnlnga  greater  than  16,197. 


•  3715 
(271) 
32* 
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B (LISTED  MALE  9IMMTIE9  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


CoaDtt 


Independent  Variables 
Conatant 

Langth  of  Sarvlea 
LOS  5 

LOS  9 

LOS  13 

LOS  IT 

Education: 

Laaa  than  12  jraara 

Graatar  than  IS  years 

Tlaa  Since  Separation: 

0  -  1  years 

2-3  yea ra 

R  -  6  yaara 


Teara  In  Laat  Orada  Leas 
Mean  Tlaa  In  Laat  Grade 


Race:  Hack 


Pay  Grade  1:  B-T  and  Above 
for  LOS  lass  than  IT 


Pay  Orada  2:  E-T  and  Above  for 
LOS  greater  than  or  equal  to  1 

R* 

N 

Dependent  Variable  Naan 
Naan  Census  Earnings 


29088 


29088 


Arms 

Mechanical 

Other 

comparison  to 

Comparison  to 

comparison  to 

All  Census 

All  Census 

All  Census 

Veterans 

Veterans 

Veterans 

•  870 

•  2197 

•  838 

(23*) 

(250) 

(339) 

•  -1099 

•  -66* 

•  -1301 

(78) 

(83) 

(136) 

329 

303 

283 

a  .ga; 

e  .1093 

•  -1019 

(108) 

(101) 

(295) 

219 

233 

73 

•  -1265 

•  -102* 

-1601 

(189) 

(153) 

(826) 

79 

103 

13 

-536 

-953 

n.a. 

(690) 

(517) 

19 

13 

•  3001 

•  2198 

•  3151 

(186) 

(1ST) 

(33D 

353 

353 

293 

n.«. 

n.a. 

•  -1*232 
(5392) 

0.13 

-230 

392 

•  -1200 

(30*) 

(301) 

(5*6) 

113 

113 

103 

•  98* 

•  170* 

-587 

(23#) 

(233) 

(393) 

2*9 

233 

263 

•  *68 

•  723 

-35# 

(21*) 

(212) 

(375) 

3*3 

333 

323 

55 

-1*0 

•  581 

(9D 

(91) 

(133) 

0 

0 

0 

•  2787 

•  3079 

•  38*6 

(183) 

(192) 

(32 2) 

363 

339 

3*3 

•  *339 

•  5772 

•  10183 

(556) 

( *7  3) 

(2696) 

39 

*3 

0.33 

•  65*6 

•  5611 

n.a. 

r  (1868) 

(1515) 

0.»3 

0.53 

.1728 

.1*3* 

.1*93 

10856 

1*269 

*033 

322 

21*3 

1204 

29088 


Regression  aodel  with  the  dependent  variable  ealeulated  as  the  difference  betuesn 
separatees*  aetual  earnings  (adjusted  to  1982  dollars  with  the  BCD  and  estlastsd 
earnings.  Estimated  earnings  are  based  on  regression  coefficients  froa  Census  dats 
for  full-time,  male  veterans  with  earnings  greater  than  98,000. 
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The  findings  for  enlisted  separatees  working  in 
combat  arms  or  mechanical  occupations  are  similar  to 
those  for  administrators  (see  Table  27).  Combat  arms 
and  mechanic  separatees  leaving  before  their  fifth  year 
of  service  and  who  had  been  in  the  civilian  workforce 
for  more  than  seven  years  earned  slightly  more  than  all 
Census  veterans  in  the  comparison  group.  Separatees 
face  disincentives  to  remaining  in  military  service 
beyond  the  fourth  year  because  their  post-service  earn¬ 
ings  declined  relative  to  their  Census  veteran  peers 
for  additional  years  served  after  four.  Both  combat 
arms  professionals  and  mechanics  make  a  relatively 
smooth  transition  to  civilian  life  —  the  first  years 
after  separation  were  not  associated  with  a  large  drop 
in  earnings  relative  to  all  Census  veterans. 

Retirees .  Enlisted  retirees'  post-service  earnings 
follow  a  similar  pattern  across  most  occupations.  (See 
Tables  28  through  31).  In  the  early  years  of  retire¬ 
ment,  after  20  years  of  service,  retirees  earned  up  to 
$11,000  less  than  their  Census  veteran  counterparts . 
However,  over  the  first  six  years  of  retirement  the  gap 
in  earnings  between  military  retirees  and  Census  veter¬ 
ans  narrowed,  but  earnings  never  caught  up  to  those  of 
the  Census  comparison  group.  Retirees  leaving  after  20 
year  careers  and  retired  for  seven  or  more  years  still 
earned  several  thousand  dollars  less  than  their  Census 
veteran  counterparts.  In  addition,  retirees  remaining 
in  the  service  for  more  than  20  years  lost  several 
hundred  dollars  relative  to  their  Census  veteran  peers 
for  each  additional  year  of  service  past  20. 
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APPENDIX  0 


■■LISTED  HALE  RETIREES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Technical 


Indeoendent  Variables 

comparison  to 
Census  Technical 
Occupations 

Comparison  to 
All  Census 

Veterans 

Constant 

•  -<792 

•  -4838 

(268) 

(269) 

Length  of  Service  After 

•  -337 

•  -396 

Retirement  Eligibility 

«2> 

(»2) 

2.5  years 

2.5  years 

Education: 

Less  than  12  years 

•  3311 

•  *738 

(265) 

(265) 

218 

21* 

Greater  than  15  years 

n.i. 

n.a . 

Time  Since  Separation: 

0-1  years 

•  -2798 

•  -2*06 

(383) 

(383) 

91 

9* 

2-3  years 

•  -812 

-*88 

(286) 

(286) 

21* 

21* 

A  -  6  years 

-279 

-81 

(2*7) 

(2*7) 

35* 

35* 

Tears  In  Last  Grade  Less 

-109 

-109 

Mean  Time  In  Last  Grade 

(60) 

(60) 

0 

0 

Race:  Black 

•  2863 

•  -5*78 

(233) 

(233) 

30* 

30* 

Pay  Grade:  E-6  and  Below 

•  -2*2 3 

•  -2*25 

(262) 

(262) 

3<* 

3** 

R* 

.0509 

.097* 

N 

10056 

10056 

Dependent  Variable  Mean 

-5*13 

-*339 

Mean  Census  Earnings 

28257 

2908B 

«.  Regression  Nodal  with  the  dependent  variable  calculated  aa  the 
dirrerance  between  retlreea'  actual  earnings  (adjusted  to  1982 
dollars  with  the  ECI)  and  estimated  earnings.  Estimated  earnings 
are  based  on  regression  coefficients  from  Census  data  for  two 
subgroups:  1)  full-time,  male  veterans  with  earnings  greater  than 
86,000  In  the  above  profession,  and  2)  all  full-time,  male 
veterans  with  earnings  greater  than  86, TOT. 
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Table  29 

■RUSTED  HALE  RETIREES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Adalniatratlon 


Indaoendent  Variables 

coaparlson  to 
Census  Adnln. 
Occupations 

Coaparlson  to 
All  Census 
Veterans 

Constant 

•  -3T63 

•  -7003 

(22*) 

(224) 

Length  of  Service  After 

•  -292 

•  -292 

Retlrenent  Eligibility 

(31) 

(3D 

2.B  years 

2.8  years 

Education: 

Leas  than  12  years 

•  3560 

•  *005 

(190) 

(190) 

261 

26S 

Orester  than  15  years 

n.«. 

n.i. 

Tine  Since  Separation: 

0-1  years 

•  -3571 

•  -3623 

(317) 

(317) 

St 

et 

2-3  years 

•  -1051 

•  -1077 

(23*) 

(23*) 

201 

201 

A  •  6  years 

•  -»1? 

•  -*19 

(196) 

(196) 

35* 

351 

Tears  in  Last  Orade  Less 

•  -323 

•  -322 

Hwan  Tine  In  Last  Orade 

(57) 

(57) 

0 

0 

Race:  Black 

•  5706 

•  5835 

(175) 

(175) 

37* 

371 

Pay  Grade:  E-6  and  Below 

•  -2202 

•  -2207 

(212) 

(212) 

35S 

351 

R2 

.1222 

.1299 

N 

13715 

13715 

Dependant  Variable  Naan 

-2890 

-5968 

Hean  Census  Earnings 

2982* 

29088 

Regression  aodel  with  the  dependent  variable  calculated  as  tha 
dlffaranea  batwaan  ratlraaa'  actual  warnings  (adjusted  to  19B2 
dollars  with  tha  ECI)  and  estimated  warnings .  Eatlaatad  warnings 
arc  based  on  racresslon  oowfflelwnts  fron  Census  data  for  two 
subgroups:  1)  full-tine,  nala  veterans  with  earnings  greater  than 
$6,000  In  the  above  profasslon.  and  2)  all  full-tine,  as lw 
veterans  with  earnings  greater  than  $6,TJW. 
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Table  30 

(■LISTED  MALE  RETIREES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Regression  eodel  with  the  dependent  variable  eslculsted  ss  the 
difference  between  retirees'  sctusl  esrnlngs  (adjusted  to  1962 
dollars  with  the  ECI)  end  eatlsated  esrnlngs.  Eatlsated  esrnlngs 
ere  bssed  on  regression  coefficients  froa  Census  dsts  for  two 
subgroups:  1)  full-tine,  Bale  veterans  with  esrnlngs  greater  than 
>6.000  In  the  above  profession,  and  2)  all  full-tlae,  Bale 
veterans  with  esrnlngs  greater  than  >6,TJTO. 
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m  e  _  * 


Radical  4 

Dental 

Goaparlaon  to 

Cosparlson  to 

. 

Census  HAD 

All  Census 

Independent  Variables 

Occupations 

Veterans 

Constant 

-616 

•  -6510 

(329) 

(329) 

Length  of  Service  After 

e  .331 

•  -420 

Retlreaent  Eligibility 

(56) 

(56) 

2.4  years 

2.4  years 

Education: 

Less  than  12  years 

•  4873 

•  4250 

(443) 

(444 ) 

11* 

11* 

Greater  than  15  yesrs 

n.a. 

n.a. 

** 

Tlae  Since  Sepsratlon: 

- 

0  -  1  years 

•  -4721 

•  -4116 

(485) 

(485) 

9* 

9* 

► 

2-3  years 

•  -2553 

•  -2061 

(375) 

(375) 

20* 

20* 

4-6  years 

•  -973 

a  .684 

(316) 

(316) 

33* 

33* 

Tears  In  Last  Grade  Less 

-59 

-59 

Mean  Ties  In  Last  Grade 

(86) 

(86) 

0 

0 

Race:  Black 

•  3064 

•  5452 

(312) 

(313) 

25* 

25* 

Pay  Grade:  E-6  and  Below 

•  -2430 

•  -2423 

(3«T> 

(347) 

30* 

30* 

R2 

.0783 

.1064 

N 

4805 

4805 

Dependent  Variable  Mean 

-2115 

-7445 

Mean  Census  Earnings 

24665 

290B8 

• .*•  /• .  ■-  ,  • . 


1 


V\  V 


•\  AV.V  v  •  ■  v-  -I 


.•vvv 


19 ■*  ?.•  ?v* 


,-v  '7,-  itv  -yrr% 

\  %  * .  *,  \  *,  \  *.  *.  %  v 
-  .s  .v 


»9  9*^***  j*j 


■■.V.s-.V.-V-'. 

/  •  V*V- Y- V  • 


Table  31 

■■LISTED  NILE  RETIREES  198 t  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Coabat  Arna 

Nechanleal 

Othar 

ladaoandant  Varlablaa 

Conparlson  to 

A1 1  Census 

Vatarans 

Comparison  to 
All  Canaua 

Vatarans 

Conparlson  to 
All  Census 

Vatarans 

Constant 

•  -TT*» 

•  -5528 

•  -885* 

(27  T) 

(25*> 

(65*) 

Length  of  Sarvlea  Aftar 

•  -189 

•  -390 

-10* 

Ratlraaant  Eligibility 

(«*) 

(36) 

(1*9) 

years 

2. A  years 

2.5  yaara 

1.7 

■ducat ion: 

Leas  than  12  years 

•  *699 

•  5203 

•  5106 

(273) 

(221) 

(95D 

23* 

27* 

23* 

Oraatar  than  1$  yaars 

-*60* 

(*719) 

0.1* 

n.a. 

n.a. 

Tin*  Sine*  Separation: 

0  -  1  yaars 

*  -3*36 

•  -25*7 

661* 

(*20) 

(352) 

(3*2*) 

9* 

9* 

1* 

2-3  yaars 

•  -672 

-35* 

1*15 

(3'*) 

(268) 

(1558) 

19* 

20* 

7* 

*  -  6  yaars 

-80 

-7 

651 

(263) 

(229) 

(1785) 

3*t 

35* 

5* 

Tsars  in  Last  Grade  Lass 

•  -220 

*7 

a  600 

Naan  Tine  in  Last  Grade 

(80) 

(62) 

(1*9) 

0 

0 

0 

Race:  Black 

•  mm  7 

•  6221 

•  6B23 

(253) 

(213) 

(875) 

27* 

31* 

28* 

Pay  Orada:  E-6  and  Below 

•  -1210 

•  -2710 

•  -316* 

(317) 

(2*8) 

(869) 

28* 

35* 

38* 

R2 

.0933 

.1178 

.1*82 

■ 

7191 

11677 

578 

Dependant  Variable  Naan 

-6711 

-**02 

-6952 

Naan  Canaua  Barnings 

29088 

29088 

29088 

a.  Regression  nodal  with  the  dependent  variable  calculated  at  tha 
dlffaranea  between  ratlraaa'  actual  aiming*  (adjusted  to  1982 
dollar*  with  tha  BCD,  and  aatlaatad  aiming*.  Estlaated  aarnlngs 
ar*  baaad  on  ragraaaion  coefficients  froa  Canaua  data  for  full- 
tlaa,  aala  aatarana  with  aarnlngs  graatar  than  88 >000. 
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V.  AGE-EARNINGS  PROFILES 


A 


The  previous  two  chapters  have  contained  the 
results  of  our  regression  analysis  of  post-service 
earnings  differentials  for  separatees  and  retirees.  In 
this  chapter  we  use  those  results  to  construct  age- 
earnings  profiles  for  some  different  groups  of  former 
military  personnel,  to  provide  some  insights  into 
potential  career  earnings  profiles  for  individuals  who 
choose  to  enter  the  military  and  leave  at  different 
points  in  their  careers. 

This  chapter  presents  age-earnings  profiles  for 
typical  former  officers  and  enlisted  personnel  as 
estimated  by  a  three-stage  procedure.  In  order  to 
estimate  earnings  as  a  function  of  age,  we  have  to  make 
several  assumptions  about  the  appropriate  values  to  use 
for  the  other  explanatory  variables  in  our  model.  The 
first  stage  in  the  estimation  process  takes  the  Census 
sample  and  estimates  earnings  as  a  function  of  age, 
education,  and  race.  For  our  "typical"  officers  we 
assume  that  the  appropriate  comparison  character istics 
in  the  Census  sample  are  a  college  degree  for  level  of 
education  and  non-black  for  race.  Thus,  the  Census 
equation  we  use  for  officer  age-earnings  profiles  gives 
us  an  estimate  of  earnings  as  a  function  of  age  for  a 
college-educated,  non-black  male  veteran.  This 
represents  the  estimate  for  the  mean  earnings  for  non¬ 
black,  college-educated  male  veterans  in  our  Census 
sample,  as  a  function  of  age. 

The  second  stage  in  our  earnings  estimation 
procedure  is  to  estimate  the  difference  in  earnings 
between  a  male  officer  from  the  IRS  data  set  and  the 
comparably  aged  and  educated  Census  sample.  In  this 
stage  of  the  estimation  process  we  have  to  choose 
"typical”  values  for  the  characteristics  that  determine 
post-service  earnings  differentials.  We  first  want  to 
choose  the  same  characteristics  that  we  have  used  to 
derive  a  Census  age-earnings  profile,  i.e.,  college 
degree  for  education  and  non-black  for  race.  It  should 
be  noted  here  that  the  education  variable  in  the  IRS 
data  set  measures  the  level  of  education  at  the  time  of 
separation  from  the  military,  not  at  the  time  the  wage 
and  salary  income  was  earned.  To  the  extent  that 
separatees  and  retirees  add  to  their  education  after 
leaving  the  service  and  move  into  a  different  education 
category,  the  education  variable  for  the  IRS  data  set 
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understates  the  actual  level  of  education  achieved. 
Thus  using  the  level  of  education  as  shown  on  an  IRS 
record  as  the  appropriate  level  for  comparison  in  the 
Census  sample  tends  to  bias  the  Census  earnings 
actually  compared  downward  from  the  truly  comparable 
(for  education  level)  Census  earnings.  Thus  in  our 
age-earnings  profiles  the  Census  earnings  profiles  are 
biased  downward  slightly  as  age  increases. 

The  other  characteristics  which  explain  post¬ 
service  earnings  in  our  model  and  need  to  be  chosen  are 
pay  grade,  time  in  grade  less  mean  time  in  grade, 
length  of  service,  and  time  since  separation.  For  our 
typical  officer  we  chose  low  pay  grade  for  separatees, 
high  pay  grade  for  retirees,  and  zero  for  time  in  grade 
less  mean  time  in  grade  (i.e.,  the  separatee  or  retiree 
served  the  mean  time  in  grade  for  the  population  in 
question)  .  We  have  presented  separate  age-earnings 
profiles  for  length  of  service  of  four,  eight,  twelve, 
sixteen,  twenty,  twenty-five,  and  thirty  years,  and  the 
time  since  separation  variable  has  the  appropriate 
value  as  age  is  0-1,  2-3>  4-6,  or  greater  than  6  years 
greater  than  the  age  at  separation.  The  age  at 
separation  is  determined  by  adding  the  length  of 
service  to  the  age  at  entry,  which  we  assumed  to  be  23 
years  for  the  "typical"  officer. 

For  enlisted  personnel,  the  same  procedure  for 
non-black  male  veterans  was  followed,  with  the 
following  differences:  "typical"  education  level  was 
assumed  to  be  a  high  school  degree,  and  age  at  entry 
was  assumed  to  be  19  years.  The  same  caveat  applies 
about  the  downward  bias  of  the  Census  profile  due  to 
the  education  level  of  the  IRS  data  being  measured  at 
separation . 

The  third  stage  in  our  procedure  is  to  add  the 
estimate  for  the  Census  earnings  (a  function  of  age)  to 
the  estimate  for  the  earnings  differential  (which  is 
also  a  function  of  age  from  the  time  since  separation 
variable  with  the  entry  age  assumption)  to  obtain  an 
estimate  for  post-service  earnings  for  the  "typical" 
officer  or  enlisted  separatee  or  retiree.  The  shape  of 
this  earnings  profile  is  determined  by  the  shape  of  the 
Census  profile  for  ages  greater  than  6  years  after 
separation  due  to  the  structure  of  our  model,  which 
assumes  no  change  in  earnings  differentials  beyond  this 
point  as  our  sample  does  not  contain  observations 
beyond  nine  years  after  separation. 
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In  addition  to  the  estimate  for  mean  Census 
earnings,  which  is  shown  on  our  age-earnings  profiles, 
there  is  a  profile  that  represents  an  estimate  for  the 
75th  percentile  of  earnings  from  the  Census  sample. 
These  estimates  are  derived  from  data  from  the  Current 
Population  Survey  conducted  by  the  Bureau  of  the  Census 
for  1977 --  ^  Appendix  IV  contains  an  explanation  of 
the  procedure  used  to  obtain  this  estimate. 

The  age-earnings  profiles  also  include  a  profile 
for  Basic  Military  Compensation,  which  was  derived 
using  information  on  base  pay  for  officers  and  enlisted 
personnel  by  grade  and  year  of  service  and  on  force 
strength  by  grade  and  year  of  service.  Our  profile  for 
Basic  Military  Compensation  includes  base  pay,  basic 
authorization  for  quarters,  basic  authorization  for 
subsistence,  and  the  tax  advantage.  It  does  not 
include  any  special  and  incentive  pays.  Appendix  IV 
contains  a  detailed  explanation  of  the  computations  for 
Basic  Military  Compensation.  It  should  be  noted  that 
as  this  earnings  profile  was  derived  from  the  existing 
force  strength  and  the  distribution  of  that  force 
strength  for  a  given  length  of  service  among  the 
different  grades,  it  represents  the  actual  1982 
distribution  of  education  levels,  pay  grade  levels, 
entry  ages,  and  time  in  last  grade  levels,  and  not  the 
"typical”  values  for  these  variables  used  to  estimate 
post-service  earnings. 

The  last  earnings  profile  on  our  graphs  is  the 
estimated  post-service  earnings  plus  retirement  pay, 
for  officer  and  enlisted  retirees  (length  of  service  20 
years  or  more).  Retirement  pay  was  derived  from  the 
BMC  earnings  profile  described  above,  using  the  formula 
which  assigns  retirement  pay  of  50  percent  of  the  base 
pay  portion  of  BMC  at  separation  if  the  retiree  leaves 
after  20  years  of  service,  and  adds  2-1/2  percent  of 
base  pay  per  year  of  service  up  to  a  maximum  of  75 
percent  of  base  pay  at  separation  if  length  of  service 
is  30  years  or  more. 


_1^/As  reported  in  Cooper,  _0j>_.  Cit .  p.  42-^3 . 


-  * .  - v . 
*  •  ■  * 
*  .  v  w  •  -  *  . 


;  V  V  /  . 


\  % 
’V>/V 


•  /  '  /-.v 


•.*  v  •  '  V  s'  ■.*  •• 


-*  O  ,*  „•  1 

<V  .-y  »■- 

£  ^  ii  ii  n  i  ■ 


APPENDIX  Q 


'3 


'.  *.  ■%*  \*  *. ’  *. ‘  •,  •/  «%. ' 


■  v  v'v  '  i 

.  .  V  \  *  *  «  J 

'VW' 


SM88 


To  summarize,  the  officer  earnings  profiles  that 
follow  are  for  college  graduate  (at  separation),  non¬ 
black  males  who  entered  the  service  at  age  23,  and  the 
enlisted  earnings  profiles  are  for  high  school  graduate 
(at  separation),  non-black  males  who  entered  the 
service  at  age  19.  Age-earnings  profiles  for  other 
groups  are  contained  in  Appendix  IV. 

Career  earnings  profiles  for  officers  separating 
after  4,  8,  12,  16,  20,  25,  and  30  years  of  service  are 
shown  in  Figure  7.  Earnings  profiles  for  enlisted 
personnel  who  separate  after  4,  8,  12,  16,  20,  25,  and 
30  years  of  service  are  presented  in  Figure  8. 

Figure  7  indicates  that  immediately  upon 
separation  post-service  earnings  for  officers 
separating  either  after  4  or  8  years  of  service  are 
somewhat  higher  than  the  officer's  last  BMC.  In  all  of 
the  other  cases  (separations  after  either  12,  16,  20, 
25,  or  30  years  of  service),  post-service  earnings  are 
initially  lower  than  the  last  BMC.  The  drop-off  ranges 
from  about  $2,500  (12  years  of  service)  to  $22,000  (30 
years  of  service).  However,  for  retirees  (20,  25,  or 
30  years  of  service  prior  to  separation),  retirement 
pay  more  than  compensates  for  the  drop.  Thus,  officer 
retirees  who  obtain  full-time  employment  received  about 
$11,000  more  than  their  last  BMC. 

Figure  7  also  shows  how  the  age-earnings  profiles 
compare  to  those  of  the  Census  counterparts.  Officers 
separating  after  four  years  begin  earning  less  than  the 
mean  earnings  of  comparably  aged  veterans,  but  quickly 
catch  up  and  surpass  their  Census  counterparts. 
Officers  separating  after  8  years  start  earning  more 
than  the  mean  earnings  of  their  comparably  aged  peers, 
and  continue  to  do  so  over  the  course  of  their 
careers.  The  post-service  earnings  for  this  group  of 
separatees  is  well  above  the  mean  Census  profile,  and 
for  a  time  approaches  the  75th  percentile.  Those 
officers  separating  after  12  years  show  a  pattern 
similar  to  that  of  the  4-year  separatees.  Officer 
retirees  have  age-earnings  profiles  which  lie  below  the 
Census  mean  profile  throughout  their  careers.  However, 
when  retirement  pay  is  added  to  their  post-service 
earnings  officer  retirees  are  close  to  or  well  above 
the  75th  percentile. 
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Figure  8  presents  the  age-earnings  profiles  for 
enlisted  personnel  separating  at  various  points  in 
their  military  careers.  Only  for  enlisted  personnel 
separating  after  i|  or  8  years  who  receive  full-time 
employment  does  initial  post-service  earnings  exceed 
their  last  BMC.  As  was  the  case  for  officers,  those 
personnel  receiving  retirement  pay  end  up  initially 
receiving  more  than  their  last  BMC  (about  $3,000)  upon 
separation  from  the  service. 

A  different  pattern  of  age-earnings  profiles  is 
seen  in  Figure  8  for  enlisted  personnel  than  was  seen 
for  officers.  In  all  cases,  except  enlisted  personnel 
separating  after  4  years  of  service,  the  age-earnings 
curve  is  below  the  Census  mean  earnings  profile. 
While  the  career  earnings  profile  of  8-year  separatees 
is  close  to  the  mean,  the  profiles  of  all  other 
separatees  are  well  below  the  mean  Census  profile. 
Retirement  pay  makes  a  large  difference  for  the  three 
retiree  groups  examined.  Retirement  pay  plus  post¬ 
service  earnings  places  the  20  and  25-year  retirees 
between  the  mean  and  75th  percentile,  and  the  30-year 
retiree  above  the  75th  percentile. 

Figures  9  through  12  present  lifetime  earnings 
profiles  for  officers  and  enlisted  personnel  separating 
at  8  and  20  years  by  military  occupation.  Officers 
separating  after  8  years  are  shown  in  Figure  9. 
Initially,  post-service  earnings  are  greater  than  the 
last  BMC  for  those  officers  in  medical  and  dental  pro¬ 
fessions,  and  scientific  and  engineering  military 
occupations.  Those  officers  in  aviation,  combat  arms, 
and  administration  and  supply  services  received  post¬ 
service  earnings  at  about  the  same  level  as  their  last 
BMC.  Over  their  careers,  medical  and  dental  officers 
have  earnings  well  above  the  75th  percentile. 
Scientists  and  engineers  have  earnings  between  the  mean 
and  75th  percentile  throughout  their  careers.  Those 
officers  in  aviation,  combat  arms,  and  administration 
begin  with  earnings  lower  than  their  Census  veteran 
counterparts .  Within  five  years,  earnings  for  these 
officers  catch  up  to  and  surpass  the  earnings  of  their 
comparably  aged  Census  veteran  counterparts. 
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POST  SERVICE  EARNINGS 

OFFICERS  SEPARATED  AFTER  8  YEARS  (BY  OCCUPATION) 
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Figure  10  presents  the  age-earnings  profiles  of 
officers  separated  after  20  years.  Looking  only  at 
post-service  earnings,  only  medical  and  dental  officers 
earn  more  than  their  last  BMC.  However,  if  retirement 
pay  of  $16,801  is  added  to  post-service  earnings,  all 
occupations  receive  more  than  their  last  BMC  upon 
separation.  Without  retirement  pay,  earnings  remain 
below  those  of  comparably  aged  Census  counterparts 
except  for  civilians  in  medical,  scientific  and 
engineering  occupations.  Physicians  and  dentists  have 
career  earnings  well  above  the  75th  percentile,  and 
scientists  and  engineers  have  career  earnings  just 
above  the  mean  Census  profile.  Retirement  pay, 
however,  has  a  large  impact  in  that  post-service 
earnings  plus  retirement  pay  results  in  all  occupations 
having  earnings  profiles  well  above  the  mean  Census 
profile . 


Figure  11  demonstrates  that  those  enlisted 
personnel  separating  after  8  years  who  were  in 
technical  occupations  or  who  were  electricians, 
mechanics,  or  craftsmen  initially  received  earnings 
above  their  last  BMC.  The  age-earnings  profiles  for 
these  two  groups  are  close  to  the  mean  Census 
profile.  Enlisted  personnel  in  the  medical  and  dental, 
administrative,  and  combat  arms  occupation  groups  had 
lower  earnings  than  their  last  BMC,  and  had  age- 
earnings  profiles  about  $3,000  to  $4,000  below  the  mean 
throughout  their  careers. 


Finally,  Figure  12  shows  that  enlisted  personnel 
separating  after  20  years  of  service  initially  receive 
from  $3,500  to  $7,000  less  than  their  last  BMC 
depending  on  their  military  occupation.  In  addition, 
their  age-earnings  profiles  range  from  $5,000  to  $8,000 
below  the  Census  mean  profile.  If  retirement  pay  of 
$8,417  is  considered,  the  age-earnings  curves  would  be 
pushed  close  to  or  above  the  Census  mean,  again 
depending  on  the  military  occupation  of  the  enlisted 
retiree. 
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Figure  11 


POST  SERVICE  EARNINGS 

ENLISTED  PERSONNEL  SEPARATED  AFTER  8  YEARS  (BY  OCCUPATION) 
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Figure  12 

POST  SERVICE  EARNINGS 

ENLISTED  PERSONNEL  SEPARATED  AFTER  20  YEARS  (BY  OCCUPATION) 
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Present  Discounted  Values  of  Earnings  Streams 


Figures  7  and  8  presented  age-earnings  profiles 
for  different  lengths  of  service  derived  from  the 
results  of  our  regression  analysis  on  post-service 
earnings  differentials  for  officers  and  enlisted 
personnel.  Another  way  to  look  at  the  implications  of 
our  regression  results  is  to  compare  present  discounted 
values  of  earnings  streams  representative  of  different 
lengths  of  service  _i°/  Tables  32-37  show  present 
discounted  values  of  the  earnings  streams  depicted  in 
Figures  7  and  8  for  discount  rates  of  10$,  5$,  and 
3$.  These  discount  rates  represent  the  range  of  values 
chosen  by  the  QRMC  for  its  work.  For  each  discount 
rate,  present  values  of  future  income  streams  through 
age  65  are  calculated  at  three  different  points  in  the 
"typical"  officer  or  enlisted  career:  at  0  years 
length  of  service  (i.e.,  before  entering  military 
service),  at  4  years  length  of  service  (i.e.,  having 
completed  4  years  of  military  service),  and  at  8  years 
length  of  service  (after  completing  8  years  of  military 
service).  At  each  of  these  career  points,  the  present 
discounted  value  at  that  point  in  time  is  calculated 
for  possible  earnings  streams  corresponding  to 
different  lengths  of  service:  4,  8,  12,  16,  20,  25, 
and  30  years.  Also  calculated  is  the  present  value  of 
the  future  mean  Census  earnings  stream  (and  the  75th 
percentile  earnings  stream)  at  those  three  points  in 
time.  As  in  the  figures  presented  above,  all  dollar 
amounts  are  in  1982  dollars. 

For  example,  in  Table  32,  potential  future 
earnings  streams  for  typical  officers  with  a  discount 
rate  of  10$  at  .  age  27  after  4  years  of  service  are 
shown  in  the  center  two  columns.  The  4  year  length  of 
service  row  shows  the  present  value  of  expected  future 
earnings  if  the  officer  left  immediately  after  the  4 
years  (i.e.,  it  does  not  include  military  earnings  for 
the  first  four  years  of  service,  as  do  the  first  two 


It  should  be  noted  that  our  regression  results  do 
not  specifically  estimate  a  stream  of  earnings  for 
one  individual,  but  rather  estimate  the  way  earn¬ 
ings  for  individuals  with  certain  characteristics 
vary  across  different  ages. 
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columns).  The  8  year  length  of  service  row  shows  the 
present  value  of  expected  future  earnings  if  the 
officer  left  after  4  additional  years  of  service  (i.e., 
it  includes  4  years  of  BMC  between  the  ages  of  27  and 
31  and  then  expected  post-service  earnings  after 
separation  at  age  30.  For  lengths  of  service  20,  25, 
and  30  years,  retirement  pay  is  added  to  each  year’s 
post-service  earnings  in  the  present  value  calculation 
for  wage  and  salary  income  plus  retirement  pay  (the 
other  lengths  of  service  have  the  same  present  value  of 
earnings  with  and  without  retirement  pay). 

The  present  value  calculations  presented  in  these 
tables  provide  some  additional  information  about  the 
age-earnings  profiles  estimated  from  our  regression 
models.  At  a  discount  rate  of  10$,  which  represents 
time  preference  since  the  earnings  streams  are 
calculated  in  constant  dollars,  for  officers  a  career 
length  of  service  of  8  years  has  a  larger  present  value 
than  each  of  the  alternative  lengths  of  service  at  each 
career  point  presented.  Only  the  Census  75th 
percentile  has  a  higher  present  value  of  earnings. 
When  we  look  at  the  present  values  for  a  discount  rate 
of  5$,  however,  which  discounts  future  income  less  than 
a  10$  rate,  for  a  typical  officer  a  30  year  career 
length  of  service  has  the  highest  present  value 
(including  retirement  pay)  at  each  career  point, 
followed  by  25  year  and  8  year  lengths  of  service.  For 
a  discount  rate  of  3$,  30  and  25  year  career  lengths  of 
service  again  have  the  highest  present  values  at  each 
career  point,  and  the  present  value  of  the  20  year 
length  of  service  career  has  become  larger  than  that 
for  the  8  year  length  of  service.  Thus  those  officers 
with  higher  time  preference  will  tend  to  value  the 
career  monetary  earnings  of  an  8  year  career  length  of 
service  the  highest,  while  the  longer  (30,  25,  20  year) 
career  lengths  of  service  will  have  monetary  career 
earnings  values  highest  for  those  officers  with  less 
strong  time  preferences. 

For  enlisted  personnel,  at  all  three  career  points 
and  for  each  of  the  three  discount  rates  presented,  a 
four  year  career  length  of  service  has  a  higher  present 
value  of  earnings  than  each  of  the  career  length 
alternatives.  Again,  only  the  Census  75th  percentile 
has  a  higher  present  value.  Only  after  8  years  of 
service,  when  it  is  no  longer  possible  to  leave  after  4 
years,  does  a  career  length  of  30  years  (and  25  and  20 
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as  well)  have  a  higher  present  value  of  earnings,  even 
for  the  3%  discount  rate.  Thus  financial  incentives 
appear  strong  for  enlisted  personnel  to  separate  after 
4  years  of  service,  even  including  retirement  pay  and 
even  if  their  time  preference  is  very  weak  (i.e.,  at  a 
3%  discount  rate). 


The  present  discounted  values  of  earnings  on 
Tables  32-37,  like  the  age-earnings  profiles  on  Figures 
7-12,  are  based  on.  our  regression  results,  which  are 
based  on  cross-sectional  data.  Thus,  cohort  and  period 
effects  may  be  present.  As  indicated  in  Appendix  VII, 
this  may  bias  the  type  of  longitudinal  implications 
that  the  above  analysis  implies.  In  particular,  it  may 
tend  to  bias  the  estimates  of  the  earnings  differential 
upward  for  officer  separatees.  The  next  chapter 
addresses  some  of  these  issues  relating  to  longitudinal 
analysis  with  the  IRS/SSA  data  sets. 
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VI.  LONGITUDINAL  ANALYSIS 


The  previous  chapters  have  focused  on  a  cross- 
sectional  analysis  of  the  IRS  data  base.  We  turn  now 
to  a  longitudinal  analysis  of  the  SSA  data  base.  Using 
earnings  reported  to  the  SSA  for  the  same  sample  of 
military  personnel  leaving  military  service  between 
1972  and  1980,  the  distribution  of  earnings  over  time 
for  each  of  the  year-of-separation  cohorts  was  exam¬ 
ined.  The  analysis  of  the  IRS  data  base  described  in 
Chapters  III-V  is  based  on  cross-sectional  analysis  of 
post-service  earnings  for  the  year  1981,  so  that  find¬ 
ings  of  the  existence  or  lack  of  transition  effects  in 
particular  may  be  biased  by  the  distribution  of 
individuals  among  year-of-separation  cohorts.  To  the 
extent  that  individuals  who  left  the  service  in  1972 
and  1980  faced  different  labor  market  conditions  upon 
separation,  or  had  different  individual  characteristics 
(including  preferences)  for  which  we  were  unable  to 
control,  the  estimates  of  transition  effects  will  be 
affected  by  the  different  post-service  earnings'  his¬ 
tories  of  different  year  of  separation  cohorts. 

The  SSA  data  set  is  a  potentially  rich  source  of 
information  which  could  be  used  to  examine  the  transi¬ 
tion  effects  on  individual  cohorts  through  time.  The 
SSA  data  set  could  also  be  used  to  analyze  occupational 
groups  of  officers  and  enlisted  personnel.  A  careful 
approach  to  the  technical  problems  created  by  the 
truncation  of  the  distribution  of  earnings  at  the 
Social  Security  maximum  for  each  year  would  need  to  be 
developed.  Unfortunately,  given  the  time  frame  of  the 
study,  this  work  could  not  be  carried  out. 

In  order  to  gain  an  understanding  of  the  nature  of 
these  cohort  effects,  we  used  the  SSA  data  set  to  track 
the  distribution  of  earnings  over  time  for  each  of  the 
year  of  separation  cohorts.  Tables  38-41  show  the 
overall  results.  The  tables  show  for  each  cohort  the 
percent  of  full-time  workers  in  each  year  with  wage  and 
salary  income  for  that  year  greater  than  or  equal  to 
$21,297,  the  Social  Security  maximum  for  1973  expressed 
in  1982  dollars.  The  1973  maximum  was  chosen  because 
it  is  the  lowest  cutoff  level  in  1 98 2  dollars  for  the 
period  1973-1981.  By  choosing  the  lowest  SSA  cutoff, 
we  eliminate  misleading  results  due  to  higher  incomes 
being  truncated  to  a  lower  SSA  cutoff  than  the  level 
chosen  for  our  longitudinal  analysis.  For  each  group 


& 


(male  officer  separatees  and  retirees,  and  male  enlist¬ 
ed  separatees  and  retirees),  the  percent  of  full-time 
workers  with  incomes  over  the  1973  SSA  maximum  increas¬ 
es  as  the  time  since  separation  increases.  This  seems 
to  indicate  that  in  broad  terms,  at  least,  longitudinal 
analysis  may  indicate  evidence  of  a  transition  effect. 
Appendix  VIII  contains  further  longitudinal  distribu¬ 
tions  of  income  by  length  of  service  and  education,  and 
this  finding  is  borne  out  by  those  results  as  well. 

The  diagonal  entries  of  Tables  38-41  illustrate  the 
cohort  effect,  and  perhaps  explain  why  our  cross- 
sectional  regression  analysis  did  not  find  a  stronger 
transition  effect  for  some  groups.  The  diagonal  repre¬ 
sents  the  distribution  percentage  by  year  of  separation 
cohort  for  the  first  full  year  of  earnings.  Except  for 
enlisted  separatees,  the  more  recent  cohorts  have  a 
higher  percentage  of  full-time  workers  with  income  at 
or  above  the  1973  maximum  than  the  earlier  cohorts. 
Since  our  analysis  for  1981  earnings  would  have  more 
recent  cohorts  representing  those  separatees  with  a 
shorter  time  in  the  civilian  labor  force,  this  would 
tend  to  blunt  the  effect  of  time  since  separation  on 
earnings,  reducing  the  estimate  of  a  transition  effect. 

The  continued  building  on  the  IRS  data  set  with 
additional  years  of  income  data  should  provide  valuable 
information  to  better  estimate  the  transition  effect. 
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TABLE  39 

LONGITUDINAL  DISTRIBUTION  OP  EARNINGS 
OFFICES  MALE  RETIREES  NORKING  FULL  TIME 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  1973  SSA  MAXIMUM 


Taar  of  Earnings 


I«ar  of 
Saparatlon 

1973 

1974 

1975 

1976 

1977 

1976 

1979 

I960 

19b1 

1972 

55 

62 

63 

65 

65 

67 

6b 

6b 

6b 

1973 

60 

62 

64 

66 

69 

6b 

69 

70 

197M 

60 

60 

63 

65 

67 

69 

69 

1975 

57 

61 

65 

65 

6b 

69 

1976 

57 

63 

66 

6b 

70 

1977 

62 

66 

70 

71 

1978 

66 

71 

73 

1979 

72 

74 

I960 

73 
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VII.  CONCLUSIONS 


The  analysis  in  this  report  has  provided,  for  the 
first  time,  comparable  analysis  of  post-service  earn¬ 
ings  differentials  for  military  separatees  and  retire¬ 
es.  The  examination  of  post-service  earnings  over  the 
entire  spectrum  of  career  lengths  is  an  important  link 
in  developing  a  firmer  understanding  of  the  financial 
incentives  affecting  the  career  choices  of  members  of 
the  Armed  Forces. 

The  findings  drawn  from  this  report  must  be  tem¬ 
pered  by  an  understanding  of  four  limitations  of  the 
IRS  data  bases  used  in  the  analysis.  First,  the  data 
includes  individuals  leaving  military  service  between 
1972  and  1 9 80 ;  therefore  the  longest  time  since  separa¬ 
tion  is  nine  years.  As  a  result  the  data  cannot  shed 
light  on  retirees'  and  separatees'  civilian  careers 
past  their  ninth  year  in  the  civilian  work  force. 
Second,  the  data  for  some  attributes  such  as  age  and 
education  reflect  cell  averages  rather  than  individual 
specific  attributes.  The  use  of  cell  averages  reduces 
the  efficiency  of  the  parameter  estimates  and  increases 
estimate  variances.  In  addition,  the  overall  number  of 
cells  constrained  the  level  of  detail  contained  in  the 
variables.  Third,  the  occupational  crosswalk  between 
the  IRS  and  Census  data  bases  matches  individuals  from 
the  Census  based  on  their  current  occupation  to  retir¬ 
ees  and  separatees  based  on  the  occupations  in  which 
they  worked  while  in  military  service.  Earnings  dif¬ 
ferentials  reported  for  an  occupation  may  then  reflect 
either  a  voluntary  or  an  involuntary  choice  to  switch 
to  a  lower-paying  occupation,  as  well  as  differentials 
between  individuals  in  the  same  occupation.  Fourth, 
the  IRS  data  set  contains  information  on  an  individu¬ 
al's  level  of  education  at  the  time  of  separation  or 
retirement  from  the  military  service,  not  at  the  time 
the  wage  and  salary  income  was  earned.  No  attempt  has 
been  made  to  analyze  the  effects  of  Veterans  Adminis¬ 
tration  benefits  for  education,  which  serve  to  increase 
the  educational  levels  of  early  separatees.  Depending 
on  the  extent  to  which  separatees  and  retirees  have 
received  further  education,  the  imputed  Census  earnings 
are  biased  downwards  (because  actual  education  levels 
would  be  higher  than  those  recorded  in  the  IRS  data 
set).  The  size  of  the  potential  bias  cannot  be  deter¬ 
mined  without  information  about  the  additional  educa¬ 
tion  received  after  separation  or  retirement. 
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While  the  limitations  of  the  IRS  data  base  con¬ 
strain  the  analysis  presented  in  this  report,  the  limi¬ 
tations  are  not  insurmountable.  First,  updating  the 
IRS  data  base  will  strengthen  longitudinal  analysis. 
Second,  improved  information  about  retirees'  and  sep¬ 
aratees'  current  occupation  and  education  levels  would 
address  two  other  limitations.  Data  on  the  Veterans 
Administration  benefits  by  cell  are  available  on  the 
IRS/SSA  data  tapes.  Only  the  need  to  employ  cell  aver¬ 
ages  to  protect  individuals’  privacy  appears  to  be  dif¬ 
ficult  to  overcome.  Notwithstanding  the  above  limi¬ 
tations,  the  analysis  in  this  report  supports  several 
important  findings. 


Overall,  officer  separatees  who  separate  prior  to 
the  16th  year  of  service  earn  more  in  the  private  sec¬ 
tor  than  the  mean  of  their  Census  veteran  peers.  The 
private  sector  earnings  for  enlisted  separatees  with 
greater  than  four  years  of  service  is  less  than  the 
mean  of  their  Census  veterans  peers.  Both  officer  and 
enlisted  retirees  earn  less  in  the  private  sector  than 
their  Census  counterparts.  The  difference  is  much  more 
significant  for  male  enlisted  retirees.  When  a  mili¬ 
tary  retiree's  retirement  benefit  is  taken  into  consi¬ 
deration  the  overall  earnings  picture  significantly 
improves.  This  observation  must  be  coupled  with  the 
fact  that  those  reaching  a  career  length  of  20  or  more 
years  have  been  subjected  to  a  continuous  quality 
screening  to  weed  out  poor  performers. 


The  differences  ^etween  retirees  and  separatees  can 
have  an  important  effect  on  retention  behavior  and 
illustrates  the  need  to  analyze  both  retiree  and  sep¬ 
aratee  post-service  earnings.  To  the  extent  that  sep¬ 
aratees  working  .full  time  fare  better  than  full-time 
retirees  in  their  post-service  careers,  current  offi- 

personnel  face  financial  incentives 
military  careers  and  enter  the  civil- 
increase  their  post-service  earnings 
other  factors  affect  these  financial 
the  nature  of  the  military  retirement 


cers  and  enlisted 
to  choose  shorter 
ian  workforce  to 
potential.  Many 
incentives;  e.g., 


system  clearly  has  an  important  effect 
to  separate  or  remain  to  retirement. 


on  the  decision 
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Another  important  finding  is  that  officer  separa¬ 
tees  and  enlisted  retirees  go  through  a  significant 
transition  period  where  their  earnings  are  signifi¬ 
cantly  less  than  those  of  their  Census  veteran  peers. 
For  both  groups  the  transition  period  is  about  seven  to 
nine  years  —  earnings  continue  to  rise  relative  to 
civilian  counterparts  through  the  longest  period  of 
time  since  separation  in  our  sample,  nine  years. 

The  occupation-specific  regressions  showed  striking 
differences  between  retirees  and  separatees  in  differ¬ 
ent  occupations.  In  general,  those  with  timely  and 
relevant  skills  fared  better  in  their  post-service 
careers.  Scientists,  engineers,  physicians  and  den¬ 
tists  earned  much  more,  on  average,  than  all  Census 
veterans,  and  overall,  earned  about  the  same  as  Census 
veterans  in  comparable  occupations.  Individuals  retir¬ 
ing  or  separating  with  less  timely  skills  fared  worse 
than  civilians  in  the  same  occupation.  For  example, 
retired  aviators  earned  less  than  all  Census  veterans 
and  much  less  than  Census  aviators;  however,  aviators 
who  separated  earlier  in  their  military  careers  fared 
much  better  in  their  post-service  employment.  While 
the  skills  of  both  groups  of  aviators  may  be  similar, 
the  retirees  appear  either  to  have  greater  difficulty 
finding  jobs  in  aviation  comparable  to  those  they  held 
in  the  military,  or  to  choose  lower  paying  jobs  in  avi¬ 
ation  or  in  other  occupations. 

The  analysis  of  the  IRS  data  base  has  provided 
important  insights  into  the  factors  affecting  the  post¬ 
service  earnings  differentials  of  military  separatees 
and  retirees.  These  insights,  together  with  analysis 
of  individuals’  perceptions  of  post-service  earnings, 
can  aid  the  understanding  of  retention  behavior. 
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APPENDIX  I:  CREATION  Of  THE  IRS/SSA  DATA  FILES 


I.  Introduction 

The  Post-Service  Earnings  History  File  was  created 
from  data  in  the  files  of  the  Social  Security 
Administration  (SSA),  the  Internal  Revenue  Service 
(IRS),  and  the  Defense  Manpower  Data  Center  (DMDC)  in 
order  to  form  the  basis  for  an  assessment  of  the  post¬ 
service  earnings  of  military  personnel.  Because  the 
file  contains  earnings  data  over  a  number  of  years  for 
a  large  sample  of  individuals,  its  usefulness  will 
extend  far  beyond  the  purposes  of  the  QRMC;  in 
cooperation  with  the  IRS,  DMDC  will  continue  to 
supplement  and  maintain  this  file.  Currently,  the  file 
consists  of  two  files,  with  data  from  SSA  and  IRS 
records  respectively.  At  some  future  date,  these  files 
will  be  merged,  and  information  on  additional  years’ 
earnings  of  the  sample  members  will  be  added  as  it 
becomes  available  from  IRS.  Occupational  data  may  also 
be  available  in  the  future.  Further,  the  file  will  be 
supplemented  with  samples  drawn  from  DMDC's  annual 
separation  files  in  later  years. 

II.  Sample  Screening,  Stratification  and  Selection  from 
DMDC  Separation  Files 

the  first  step  Tn  constructing  the  Post-Service 
Earnings  History  Files  was  to  draw  a  sample  from  DMDC 
separation  files.  The  following  describes  the  universe 
from  which  the  sample  was  drawn  and  the  techniques  used 
to  construct  the  sample. 

1 .  Screening 

The  DMDC  Separation  Files  contain  records  on  some 
6.7  million  enlisted  personnel  and  H68,000  officers  who 
have  separated  from  the  military  since  1972.  Records 
from  these  files  were  sampled  and  merged  with  earnings 
data  from  the  Internal  Revenue  Service  (IRS)  and  Social 
Security  Administration  (SSA)  in  order  to  provide  a 
source  of  data  for  the  analysis  of  post-service 
earnings  of  military  personnel. 

The  DMDC  Separation  Files  are  organized  with  one 
record  for  each  separation  from  the  Service;  thus  a 
given  individual  may  appear  several  times  if  he  or  she 
had  discontinuous  service  in  the  military.  The 
frequency  of  multiple  separations  is  shown  by  the 
following  table. 
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Enlisted 


Officers 


Individuals  on  File:  6,680,242 


468,743 


Separations  per 
individuals 


1.  5,390,843 

2.  867,491 

3.  308,683 

4.  92,530 

5.  18,032 

6.  2,399 

7 .  242 

8.  21 

9.  1 


460,463 

7,740 

446 

62 

19 

6 

4 

2 

1 


For  those  with  multiple  separations,  only  the  last 
separation  was  considered.  From  the  above  totals, 
observations  were  deleted  for  the  following  criteria, 
in  the  given  order. 


Enlisted 


Officers 


Total 


6,680,242 


468,743 


Separation  date  out  of 
range  (1972-1980) 
Unknown  pay  grade 
Service  transaction 
separation 

Separated  for  medical 
disqualification 
Separated  for  death 
Entry  into  officer 
program 

Undesirable  behavior 
or  performance 
Unknown  length  of 
services 

Less  than  2  years 
service 
Sex  unknown 
Males,  race  unknown 
Education  unknown 


1,838,363 


143,642 


5,745 


846,203 


10,866 


206,739 

22,029 


9,092 

3,747 


60, 148 


1,001,814 


18,047 


1,295 


361,230 

4 

1,606 

14,620 


18,991 

45 

432 

7,730 


Final  universe 


2,320,446 


255,284 
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2.  Sample  Stratification 


The  remaining  2,320,446  enlisted  personnel  and 
256,284  officers  were  arranged  in  cells  according  to 
their  values  of  the  following  variables:  service  (4 
categories),  sex  and  race  (3  categories),  pay  grade 
(low  and  high:  2  categories),  education  (2),  year  of 
separation  (9),  length  of  service  (16),  and  occupation 
category  (6).  This  results  in  a  possible  total  of 
41,472  cells  each  for  officers  and  enlisted;  however, 
most  of  these  cells  were  empty. 


These  cells  form  the  basis  for  the  sample 
selection.  The  following  table  shows  the  number  of 
cells  for  various  cell  populations. 


Officers  Enlisted 


Cell 

No.  of 

Total 

No.  of 

Total 

Population 

Cells 

Population 

Cells 

Population 

0 

30,299 

0 

26,827 

0 

1,2 

4,053 

5,278 

4,264 

5,680 

3-10 

3,388 

18,914 

3,734 

20,292 

11-20 

1,348 

19,963 

1,508 

22,281 

21-25 

392 

8,949 

457 

10,460 

26+ 

1,992 

202,180  “ 

4,682 

2,261,733 

Total 

41,472 

255,264 

41,472 

2,320,446 

Records  were  selected  from  these  cells  using  the 
following  method:  everyone  (officers  and  enlisted)  was 
selected  from  cells  of  size  3  to  25  (and  for  reasons  of 
confidentiality  '  and  cost  none  from  cells  of  size  1  or 
2).  Then,  from  cells  of  size  26  or  higher,  25  records 
were  randomly  selected.  This  results  in  the  following 
sample  sizes: 


Officers 


Enlisted 


From  cells  3-25  47,826  53,033 
From  cells  26+  49,800  (25  x  1992)  117,050 
(25  x  4682) 


Total  97,626 


170,083 


Total  officers  and  enlisted:  267,709 
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Random  Sampling  Procedure 


For  cells  of  size  25  or  less,  no  random  sampling 
done;  those  in  cells  of  size  1  or  2  were  dropped, 
all  records  in  cells  of  sizes  3  to  25  were 


selected 


For  a  cell  of  size  26  or  more,  where  N  is  the  cell 
size,  K  =25/N  is  the  sampling  frequency.  For  each 
cell,  a  random  number  between  1  and  K  was  drawn,  and 
the  corresponding  record  for  that  cell  (the  Rth  record 
to  appear  in  the  cell,  where  R  is  the  random  draw)  was 
selected.  Then  every  Kth  record  in  that  cell  was 
selected.  Records  on  the  separation  file  are  arranged 
in  order  of  Social  Security  number;  this  systematic 
random  sampling  procedure  is  widely  used  for  such 
files . 


III.  File  Contents 


The  Post-Service  History  Earnings  File  contains 
three  types  of  data,  taken  from  three  sources  of 
administrative  records.  For  each  individual  we  first 
have  a  group  of  variables  which  simultaneously  describe 
the  individual  and  define  the  cell  structure  of  the 
file.  These  variables,  derived  from  the  DMDC  Separatee 
File  ("Loss  File”),  include:  Branch  of  Service,  Years 
of  Service,  Education,  Grade  Level,  Year  of  Separation 
from  the  Service  (1972-1980),  and  Military  Occupation 
Category.  Each  of  the  variables  is  categorical; 
jointly,  their  values  can  be  combined  in  62,944  ways. 
Each  of  these  possible  combinations  (e.g.,  Army 
veterans  of  five  years  service,  less  than  a  high  school 
education,  pay  grade  E6  or  below,  separated  in  1974, 
with  an  occupation  in  the  combat  arms)  defines  a  cell. 


Files  containing  these  variables,  together  with 
Social  Security  Numbers,  were  sent  to  SSA  and  IRS  to 
obtain  the  second  group  of  variables,  the  annual 
reported  income  for  each  individual.  Those  agencies 
matched  the  income  data  to  the  file  using  the  Social 
Security  Number,  which  was  then  removed  before  the 
merged  data  were  returned  to  DMDC. 


Data 

included 

Security 


from  the  Social  Security 
reported  W-2  earnings  up 
reporting  ceiling  for  years 


Administration 
to  the  Social 
1973  to  1981. 
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Also,  only  earnings  from  Social  Security  covered 
employment  were  reported.  From  IRS,  W-2  earnings  were 
reported  up  to  a  confidentiality  ceiling  of  $150,000, 
but  only  for  years  1979-1981-  In  both  cases,  earnings 
were  only  reported  for  an  individual  beginning  with  the 
year  following  his  or  her  separation  from  the  Service. 

Finally,  each  record  carries  a  group  of  cell- 
specific  aggregate  variables.  The  cell-structure 
variables  are  common  to  all  observations  in  that 
cell.  But  these  variables  describe  the  cell  rather 
than  the  individual  and  represent  "measurement  with 
error"  when  applied  at  the  individual  level  of 
observation.  These  variables  include  the  percent 
distributions  of  the  cell  for  AFQT  category  and  pay 
grade,  mean  AFQT  score,  mean  age  and  education  at  last 
separation,  the  longest,  shortest,  and  median  time  in 
grade,  and  the  sampling  fraction  for  the  cell.  Where 
sampling  was  done  (cells  of  size  25  or  greater)  these 
aggregate  variables  refer  to  the  sample  and  not  to  the 
cell  population  from  which  it  was  drawn. 
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APPENDIX  II:  CREATION  OF  ANALYSIS  FILES 

This  appendix  describes  the  process  by  which  the 
analysis  files  (SAS  data  sets)  were  created  for  the 
four  groups  used  in  the  analysis.  The  four  groups  are: 

.  male  officer  separatees, 

.  male  officer  retirees, 

.  male  enlisted  separatees, 

.  male  enlisted  retirees. 

The  main  steps  in  the  process  were: 

.  "Raw"  data  tape  was  read  and  desired  variables 
were  put  into  two  SAS  data  sets  (one  for 
officers  and  one  for  enlisted  personnel); 

.  additional  variables  were  generated  from  the 
"basic"  variables.  These  analytic  variables  are 
not  group-specific,  i.e.,  these  variables  are 
created  in  an  identical  manner  for  each  of  the 
two  groups; 

.  '  both  the  officer  and  enlisted  data  files  were 
"split"  into  separatees  and  retirees  thus 
forming  files  for  the  four  groups  identified 
above; 

.  group-specific  variables  were  created  in  each  of 
the  four  files. 

A  more  complete  description  of  the  formation  of 
the  analysis  files  follows. 

The  initial  stage  in  the  analysis-file  creation 
process  involved  reading  the  "raw"  data  tape  and 
creating  of  SAS  data  sets  for  officers  and  enlisted 
personnel.  The  following  variables  were  read  from  the 
"raw"  data  tape: 

(1)  Service  category 

(2)  Race/Sex  category 

(3)  Length  of  service  category 

(4)  Education/grade  level  category 

(5)  Year  of  Separation  category 

(6)  Military  occupation  category 

(7)  1979  W-2  wage  earnings 

(8)  1980  W-2  wage  earnings 

(9)  1981  W-2  wage  earnings 
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(10)  Mean  age  at  last  separation  (cell  average) 

(11)  Mean  education  at  last  separation  (cell 
average) 

(12)  Median  time  in  grade  (cell  median) 

The  second  stage  generates  variables  which  are  not 
group  specific: 

(1)  Three  education  variables  were  created  from 
the  mean  education  at  last  separation.  The  variables 
were  education  less  than  12  years,  education  greater 
than  or  equal  to  12  and  less  than  or  equal  to  15  years, 
and  education  greater  than  15  years. 

(2)  A  categorical  variable  for  black  males  was 
created  from  the  race/sex  category. 

(3)  Median  time  in  grade  was  converted  from  months 
to  years. 

The  officer  and  enlisted  files  were  next  segmented 
into  separatee  and  retiree  subgroups,  and  observations 
with  an  unrealistic  mean  age  (such  as  less  than  18)  at 
last  separation  were  dropped: 

(1)  The  following  groups  were  formed: 

Officers  Enlisted 

male  separatees  male  separatees 

male  retirees  male  retirees 

Separatees  were  defined  as  those  individuals  with 
at  least  two  but  no  more  than  19  years  of  service 
(length-of-service  category  less  than  10).  Retirees 
were  defined  as*  those  with  20  or  greater  years  of 
service  (length-of-service  category  greater  than  9). 

(2)  Separatee  observations  with  mean  age  at  last 
separation  less  than  18,  and  retiree  observations  with 
mean  age  at  last  separation  less  than  37  were  dropped. 

The  next  stage  of  the  analysis-file  generation 
process  involves  creating  a  number  of  group-specific 
variables: 

(1)  Length  of  service  was  recoded  from  a  categor¬ 
ical  variable  of  the  year  of  service  in  which 
separation  occurred  to  the  number  of  years  of  service 
completed  or  number  of  completed  years  since  retirement 
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eligibility  in  service 
recoding  was: 


In  the  separatee  files,  the 


Category 


(LOS  5) 
(LOS  6  4 
(LOS  8  & 
(LOS  10 
(LOS  12 
(LOS  14 
(LOS  16 
(LOS  18, 


6  4  7) 

8  4  9) 

10  4  11) 
12  4  13) 
14  4  15) 
16  4  17) 
18,  19  4 


Number  of  Years 


4.0 

5.5 

7.5 

9.5 

11.5 

13.5 

15.5 

18.0 


For  retirees,  the  recoding  scheme  was: 


Category 

10  (LOS  21) 

11  (LOS  22) 

12  (LOS  23) 

13  (LOS  24  4  25) 

14  (LOS  26  4  27) 

15  (LOS  28,29,4  30) 

16  (LOS  31  +) 


Number  of  Years 
Since  Retirement 
Eligibility 
0.0 
1 .0 
2.0 

3.5 

5.5 

8.0 

10.0 


Thus,  for  retirees  the  variable  created  was  the 
time  in  service  following  retirement  eligibility. 

(2)  The  time  since  separation  was  derived  from  the 
year  of  separation  variable.  For  the  regression 
analysis  this  calculation  differed  depending  on  the 
wage  earnings  variable  being  used  (1979,  1980,  or 
1981).  Earnings  observations  for  the  first  complete 
year  and  subsequent  years  after  separation  were  used 
(e.g.  if  years  of  separation  was  1979  then  only  1980 
and  1981  earnings  were  used  in  the  analysis). 

(3)  Age  and  age  squared  were  derived  from  the  time 
since  separation.  Age  equals  the  mean  age  at  last 
separation  plus  the  time  since  separation. 

(4)  A  time  since  separation  categorical  variable 
was  derived  from  the  time  since  separation.  Thus, 
creation  of  this  variable  involved  recoding  the  time 
since  separation  into  four  classes: 


APPENDIX  Q 


:• 


v.  --.v  .-.v. 


>  .-  v  .*  V  .-  .  -- 


•  v.-v 

.**■  ^  /■  .^V’  A 


•  vv  c  •.*  vV 
%  *.  \*  *;  •.*  v 

/  •  *  •  *  <  *  .  •  m  ■  . 


-■->  V>-V- V- 


Time  Since  Separation 
(Years) 


Time  Since  Separation 
_ Categorical 


0  -  1 
2  -  3 
4-6 
7-9 


1 

2 

3 

4 


When  the  time  since  separation  is  defined  as  a 
categorical  variable  in  the  SAS  GLM  procedure,  this 
variable  enters  the  regression  equation  as  three 
dummies  with  the  class  associated  with  7-9  years  since 
separation  being  the  control  group  (omitted  category). 


(5)  A  pay  grade  dummy  was  created 
education/grade  level  variable. 


from  the 


For  officer  separatees,  the  recoding  is: 


Education/Grade  Level 
_ Category _ 


Pay  Grade 


5  (LT  Masters,  0-4  &  Below) 

6  (LT  Masters,  0-5  &  Above) 

7  (GE  Masters,  0-4  &  Below) 

8  (GE  Masters,  0-5  &  Above) 


0 

1 

0 

1 


Thus  0-4  and  below  is  used  as  the  control  group. 
For  officer  retirees,  the  recoding  is: 


Education/Grade  Level 
_ Category _ 


Pay  Grade 


5  (LT  Masters,  0-4  &  Below) 

6  (LT  Masters,  0-5  &  Above) 

7  (GE  Masters,  0-4  &  Below) 

8  (GE  Masters,  0-5  &  Above) 


1 

0 

1 

0 


Consequently,  0-5  and  above  was  the  control  group, 
For  enlisted  separatees,  the  recoding  was: 


Education/Grade  Level 
_ Category _ 


Pay  Grade 


1 

(LT 

High 

School , 

E-6 

& 

Below) 

0 

2 

(LT 

High 

School , 

E-7 

& 

Above ) 

1 

3 

(GE 

High 

School , 

E-6 

& 

Below) 

0 

4 

(GE 

High 

School , 

E-7 

& 

Above ) 

1 
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Thus  E-6  and  below  was  the  control  group. 
Finally,  for  enlisted  retirees,  the  recoding  was 


Education/Grade  Level 
_ Category _ 


Pay  Grade 


1 

(LT 

High 

School , 

E-6 

& 

Below) 

1 

2 

(LT 

High 

School , 

E-7 

& 

Above) 

0 

3 

(GE 

High 

School , 

E-6 

& 

Below) 

1 

4 

(GE 

High 

School , 

E-7 

& 

Above) 

0 

Consequently, 

E-7  and 

above 

was  defined 

as 

control  group. 
(6)  For  o 


variables : 


Years  Served 


LOS  5 


LOS  9 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 


0 

0 

0 

0 

1 

2 

3 

4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 


0 

0 

0 

0 

0 

0 

0 

0 

1 

2 

3 

4 
4 
4 
4 
4 
4 
4 
4 
4 


0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

2 

3 

4 
4 
4 
4 
4 


0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

2 

3 

4 
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This  specification  allows  the  different  effects  of 
different  career  lengths'  spline  variables  to  be  added 
together.  Thus,  the  earnings  of  an  officer  leaving 
after  an  eight  year  career  would  be  reduced  or 
increased  (depending  on  the  sign  of  coefficient)  by 
four  times  the  L0S5  coefficient.  For  an  officer 
leaving  after  a  nine-year  career,  the  differential 
would  be  altered  (depending  on  the  coefficients'  signs) 
by  four  times  the  L0S5  coefficient  plus  one  times  the 
L0S9  coefficient.  This  specification  constrains  the 
effects  of  the  LOS  variables  on  the  earnings  differen¬ 
tial  to  be  equal  at  the  end  points  of  each  LOS  cate¬ 
gory,  thus  forming  a  smooth  curve. 

(7)  Adjusted  full-time  earnings  were  derived  from 
the  wage  earnings  variable.  This  derivation  first 
recoded  any  outlying  values  of  earnings.  Earnings  less 
than  $500  were  recoded  to  0.  The  earnings  value  was 
then  adjusted  to  1982  dollars  using  the  appropriate 
Bureau  of  Labor  Statistics  Employment  Cost  Index  (ECI) 
factor: 


Year 

1981 

1980 

1979 


ECI  Factor 

1  .071 
1.179 
1 .279 


Based  on  information  provided  by  DMDC,  full-time 
equivalent  earnings  were  estimated.  The  adjustment 
ratios  applied  to  the  ECI-adjusted  earnings  are: 


Officer  Separatees 
Officer  Retirees 
Enlisted  Separatees' 
Ehlisted  Retirees 


1.75159  -  .03208  «  AGE  +  .00035483  •  AGE2 
1.16973 

2.28539  -  .05351  *  AGE  +  .000581249*  AGE2 
1.16973 


These  ratios  were  derived  from  regressions  on  age 
of  the  ratio  of  average  earnings  for  full-time  veterans 
to  average  earnings  for  all  veterans  in  the  Census 
sample. 

In  order  to  further  select  only  full-time  workers, 
observations  were  dropped  if  the  adjusted  full-time 
earnings  were  less  than  $6,000. 
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(8)  Finally,  the  difference  between  adjusted  full¬ 
time  earnings  and  estimated  earnings  was  calculated. 
Differences  were  calculated  based  on  a  number  of  Census 
counterpart  groups.  Appendix  III  describes  the  Census 
equations  used  to  calculate  estimated  earnings. 

A  final  variable  was  added  to  the  data  set  once 
the  m&afi  value  for  time  in  last  grade  was  determined. 
This  variable  is  the  difference  between  actual  time  in 
last  grade  and  the  median  time  in  last  grade  for  the 
group  in  which  the  observation  falls.  This  variable, 
like  the  age  and  education  variables,  provides  informa¬ 
tion  about  the  average  for  the  cell  population  and  thus 
tends  to  lessen  the  effect  of  these  variables  for  the 
individual  observation. 

The  creation  of  the  SSA  analysis  files  was  similar 
to  the  process  described  above  for  the  IRS  analysis 
files.  The  major  difference  is  that  wage  earnings  data 
for  the  period  1973-1981  were  available  on  the  SSA 
tape.  The  ECI  factors  for  the  additional  earnings 
years  are: 

Year  ECI  Factor 


1978 

1.378 

1977 

1 .487 

1976 

1 .589 

1975 

1 .701 

1974 

1 .854 

1973 

1.972 

Tables  II-1  and  II-2  contain  the  distribution  of 
the  IRS  (1981  earnings)  and  Census  samples  in  the 
different  categories  for  which  average  earnings  are 
reported  in  Tables  5-8  in  Chapter  II. 
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IRS  AND  CENSUS  SAMPLE  SIZES  FOR  TABLES  5  AND  6 
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APPENDIX  III:  CENSUS  DATA  SETS 


The  source  and  make-up  of  the  Census  data  sets  was 
described  in  the  body  of  the  report.  This  appendix 
describes  the  subgroups  drawn  from  the  Census  data  and 
the  equations  used  to  calculate  the  difference  between 
actual  retiree  and  separatee  earnings  and  their  imputed 
earnings . 

The  regressions  presented  in  the  report  and  the 
appendices  are  based  on  comparisons  between  full-time 
workers  earning  more  than  $6,000.  Hence,  full-time 
workers  earning  more  than  $6,000  were  drawn  from  the 
Census.  The  Census  comparison  group  was  further 
restricted  to  veterans  to  ensure  comparability  with  the 
retired  or  separated  military  personnel.  However,  in 
Appendix  VII,  equations  based  on  veterans  and  non¬ 
veterans  are  presented  and  compared  with  the  results 
discussed  in  the  report. 

The  following  equations  were  used  to  create  the 
post-service  earnings  differentials,  used  as  the 
dependent  variables  in  the  regressions.  The  equations 
subtract  the  imputed  earnings  (based  on  the  Census 
regressions)  from  the  actual  earnings  adjusted  to  1982 
dollars  with  the  Employment  Cost  Index  (ECI). 

Differential  (male  veterans  from  Census)  =  1.071  * 
1981  earnings  -  [1.279  *  (-5516.103  +  1471.896  «  AGE  - 
14.265  *  AGE2  -4023.693  *  BLACK  -  12284.598  «  EDLT12  - 
8510.971  *  ED121 5) ] . 

Differential  (all  males  from  Census)  s  1.071  * 
1981  earnings  -  [1.279  *  (-3575.390  +  1332.602  «  AGE  - 
12.923  *  AGE2  -3701.048  *  BLACK  -  11163.586  «  EDLT12  - 
6875.967  *  ED1215)]. 

Differential  (male  non-veterans  from  Census)  = 
1.071  *  1981  earnings  -  [1.279  *  (-5367.543  +  1403.813 
•  AGE  -  14.286  »  AGE2  -  3466.655  *  BLACK  -  10117.103  * 
EDLT12  -  5614.550  *  ED1215)]. 


V  \  v  •  •  .  *  «  •  » 

s.  .  •  .  •  .  *, 

•*-“**.- 


: v  V- V- V-  "A*.  \  V-V-  -  -  J 


\  /.  *.  /,  /- 


S'*.  ■.  s  *.  *. 

a; 


•  *  v*'  •  •  »  *  «  s  •  *  «  *  »  ‘ 


is  - - 


.-v  •/ 

AAAAAAAAV': 


•’-A'/  -A.'-. 

•  •  -  •  \“ 


APPENDIX  Q 


•- .v.v 
.“-V-AAV-' 
AV-  AAV-' 
v.  v  a  v. 

a  a  a 

a’aAAA 


***  ’  *  * 
v««  v 

AAA.v.  1  ■)-  ... 


aaaa 


A-VVW 

.'.V.-.AAj 

.Wfwii  y  «>«!<■« «1 

.-'a'-''aAA 
-  A  .'-A'a 
AAAA 

.  /  :  * 

A*\>v<‘' 
.*  ' 


Differential  (male  veterans  -  administration) 


EARNECI  -1.279  *  (-8690.858  +  1575.252  «  AGE  -15.299  *  AGE2 
-  3921.564  *  BLACK  -13871.339  *  EDLT12  -10447.789  *  ED1215); 


Officer  Occupations: 


Differential  (male  veterans  -  aviation) 

EAHNc.01  -1.279  *  (-100371.000  +  5859-118  »  AGE  -56.010  *  AGE2 
-13407.667  *  BLACK  -  14041.732  *  EDLT12  -  6128.439  *  ED1215); 


Differential  (male  veterans  -  scientists  &  engineering) 

EARNECI  -1.279  *  (-12370.091  +  1664.306  «  ACE  -15.442  *  AGE2 
-  2646.509  *  BLACK  -9202.925  •  EDLT12  -  6041.282  *  ED1215); 


Differential  (male  veterans  -  administration) 

eAkNECI  -1.279  *  (-6233-024  +  1469-985  *  AGE  -13-779  • 
AGE2  -  4542.020  «  BLACK  -9498-344  *  EDLT12  -  5854.049 
*  tD1215); 


Differential  (male  veterans  -  medical  &  dental) 

EARNECI  -1.279  *  (-42046.148  +  3959-082  •  AGE  -39.846  *  AGE2 
-3858.240  *  BLACK  -  30118.121  *  EDLT12  -  29377.761  •  ED1215); 
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APPENDIX  IV:  AGE  -  EARNINGS  PLOTS 


This  appendix  contains  a  description  of  our 
estimate  of  the  75th  percentile  of  the  Census  earnings 
and  the  computation  of  the  Basic  Military  Compensation 
used  in  the  age-earnings  profiles.  Also  included  are 
additional  age-earnings  profiles  based  on  the 
regression  results  presented  in  the  body  of  the  report . 

The  estimate  for  the  75th  percentile  was  calcu¬ 
lated  using  the  following  procedure.  Using  the  75th 
and  50th  percentiles  as  calculated  from  the  1977 
Current  Population  Survey  and  reported  in  Cooper's 
earlier  study-1/,  the  ratio  of  the  75th  percentile  earn¬ 
ings  to  the  50th  percentile  earnings  was  estimated  for 
officer  and  enlisted  personnel  civilian  comparison 
groups  (different  education  levels).  The  ratios  used, 
given  below,  were  a  constant  for  the  enlisted  personnel 
(high  school  graduates)  and  an  increasing  linear 
function  of  age  for  the  officer  comparison  group 
(college  graduates): 

Ratio  for  enlisted  personnel  =  1.25 

Ratio  for  officers  =  1.20  +  .006  (Age  -  25) 

These  ratios  were  then  used  to  inflate  the  mean  Census 
earnings  from  our  sample.  The  estimate  for  the  75th 
percentile  derived  in  the  above  fashion  is  presented 
for  rough  comparison  purposes  only  and  is  not  used  in 
any  of  the  analytical  work  or  regressions  presented  in 
this  report. 

The  Basic  Military  Compensation  (BMC)  and  the 
retirement  pay  were  calculated  using  the  following 
procedure.  Service  strength  by  length  of  service  (LOS) 
and  pay  grade  for  officers  and  enlisted  personnel  was 
combined  with  base  pay  per  month,  basic  allowance  for 
quarters  (BAQ),  basic  allowance  for  subsistence  (BAS), 
and  the  tax  advantage  by  LOS  and  pay  grade,  to  get  a 
weighted  average  BMC  for  fiscal  1982  for  each  year  of 
service.  Thus  for  each  LOS,  the  sum  of  1982  yearly 
base  pay,  BAQ,  BAS,  and  tax  advantage  for  each  grade 


11  Cooper,  R.,  _0£.  Cit . ,  pp. 
percentiles  were  derived. 
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was  multiplied  by  the  1982  force  strength  from  all  four 
services  in  that  grade,  and  the  sum  for  all  pay  grades 
was  divided  by  the  total  force  strength  for  that  LOS, 
giving  for  each  LOS  a  weighted  average  BMC.  Thus  the 
BMC  used  in  our  profiles  reflects  the  actual  distri¬ 
bution  of  experience  and  pay  grades  within  the  military 
for  the  fiscal  year  1982,  and  has  not  had  personal 
characteristics  (such  as  education)  directly  controlled 
for . 

The  retirement  pay  was  calculated  in  the  same  way, 
using  a  weighted  (by  strength  and  grade)  average  of 
yearly  base  pay  to  get  base  pay  by  LOS.  Then  the 
formula  given  in  the  text  was  used,  where  retirement 
pay  equals  base  pay  (per  year)  times  LOS  times  .025  for 
LOS  greater  than  20  years,  with  a  maximum  of  75$  of 
base  pay  at  separation. 

The  plots  presented  below  are  based  on  the  same 
regression  results  as  the  profiles  in  the  body  of  the 
paper.  That  is,  earnings  for  non-black  (except  where 
noted),  high  school  (enlisted)  or  college  (officer) 
educated  (except  where  noted)  retirees  and  separatees 
working  full  time  and  earning  more  than  $6,000  are 
plotted  against  age.  Also  plotted  are  basic  military 
compensation  (BMC),  civilian  earnings  for  the  mean  and 
75th  percentile,  and  for  retirees,  earnings  plus  re¬ 
tirement  pay. 


Officer  Plots 

The  following  plots 
earnings  are  included: 


officer  post-service 


1)  Officers  with  college  degrees 
separated  after  4  years 

2)  Officers  with  college  degrees 
separated  after  8  years 

3)  Officers  with  college  degrees 
separated  after  12  years 

4)  Officers  with  college  degrees 
separated  after  16  years 

5)  Officers  with  college  degrees 
separated  after  20  years 
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6)  Officers  with  college  degrees 
separated  after  25  years 

7)  Officers  with  college  degrees 
separated  after  30  years 

8)  Officers  with  college  degrees 
separated  after  4,  8,  12,  and 
16  years  overlaid 

9)  Officers  with  college  degrees 
separated  after  20,  25,  and  30 
years  overlaid 

10)  Officers  with  college  degrees  retired 
after  20  years  compared  to  separatees 

This  plot  shows  the  earnings  curve  (PSESEP) 
estimated  by  using  the  characteristics  of  a  retiree  (20 
years  LOS)  in  the  separatee  regression.  The  pay  grade 
effect  is  calculated  from  the  retiree,  rather  than  the 
separatee,  equation. 

11)  Black  officers  with  college  degrees 
separated  after  8  years 

12)  Black  officers  with  college  degrees 
separated  after  20  years 

13)  Officers  with  less  than  a  high-school 
degree  separated  after  8  years 

14)  Officers  with  less  than  a  high-school 
degree  separated  after  20  years 

15)  Officers  with  a  high-school  degree 
separated  from  the  service  after  8 
years 

16)  Officers  with  a  high-school  degree 
separated  from  the  service  after  20 
years 

For  the  plots  listed  above  separatees  and  retirees 
are  compared  to  full-time,  male  veterans  earning  more 
than  $6,000. 
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17)  Officer  aviators  separated  after  8 
years 


18)  Officer  aviators  separated  after  20 
years 


19)  Officer  scientists  and  engineers 
separated  after  8  years 


Officer  scientists  and 
separated  after  20  years 


engineers 


Officer  medical  and  dental  profes¬ 
sionals  separated  after  8  years 


Officer  medical  and  dental  profes¬ 
sionals  separated  after  20  years 


Officer  administrators  separated  after 
8  years 


Officer  administrators  separated  after 
20  years 


For  plots  17  to  24,  separatees  and  retirees  are 
compared  to  full-time,  male  veterans  earning  more  than 
$6,000  in  each  respective  profession. 


Enlisted  Personnel  Plots 


The  following  plots  can  be  found  in  Figures  25  to 
46  below: 


25) 

26) 

y J 

27) 

9 

28) 

9 

29) 

IB 

Enlisted  personnel  with  12  to  15  years 
of  education  separated  after  4  years 


Enlisted  personnel  with  12  to  15  years 
of  education  separated  after  8  years 


Enlisted  personnel  with  12  to  15  years 
of  education  separated  after  12  years 


Enlisted  personnel  with  12  to  15  years 
of  education  separated  after  16  years 


Enlisted  personnel  with  12  to  15  years 
of  education  separated  after  20  years 
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30)  Enlisted  personnel  with  12  to  15  years 
of  education  separated  after  25  years 

31)  Enlisted  personnel  with  12  to  15  years 
of  education  separated  after  30  years 

32)  Enlisted  personnel  with  12  to  15  years 
of  education  separated  after  4,  8,  12 
and  16  years  overlaid 

33)  Enlisted  personnel  with  12  to  15  years 

of  education  separated  after  20,  25 

and  30  years  overlaid 

34)  Enlisted  personnel  with  12  to  15  years 
of  education  retired  after  20  years 
compared  to  separatees 

This  plot  shows  the  earnings  curve  (PSESEP) 
estimated  by  using  the  characteristics  of  a  retiree  (20 
years  LOS)  in  the  separatee  regression.  The  pay  grade 
effect  is  calculated  from  the  retiree,  rather  than  the 
separatee,  equation. 

35)  Black  enlisted  personnel  with  12  to  15 

years  of  education  separated  after  8 

years 

36)  Black  enlisted  personnel  with  12  to  15 
years  of  education  separated  after  20 
years 

37)  Enlisted  personnel  with  less  than  a 

high-school  degree  separated  after  8 

years 

38)  Enlisted  personnel  with  less  than  a 

high-school  degree  separated  after  20 
years 

39)  Enlisted  personnel  with  a  college 

degree  separated  after  8  years 

40)  Enlisted  personnel  with  a  college 

degree  separated  after  20  years 
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For  the  enlisted  personnel  plots  listed  above, 
separatees  and  retirees  are  compared  to  full-time,  male 
veterans  earning  more  than  $6,000. 


41)  Enlisted  personnel 

separated  after  8  years 

42)  Enlisted  personnel 

separated  after  20  years 


technicians 


technicians 


43)  Enlisted  personnel  medical  and  dental 
workers  separated  after  8  years 

44)  Enlisted  personnel  medical  and  dental 
workers  separated  after  20  years 

45)  Enlisted  personnel  administrative 

workers  separated  after  8  years 

46)  Enlisted  personnel  administrative 

workers  separated  after  20  years 

For  plots  41  to  46  above,  separatees  and  retirees 
are  compared  to  full-time,  male  veterans  earning  more 
than  $6,000  in  each  respective  occupation. 

The  key  below  provides  a  description  of  the  labels 
used  on  the  plots: 

BMC:  Basic  Military  Compensation. 

Census:  Mean  earnings  for  Census 

sample. 

Census  75:  estimated  75th  percentile 
of  earnings  for  the  Census  sample. 

Earn  4:  Mean  earnings  for  officers  or 
enlisted  personnel  separated  after  4 
years  of  service. 

Earn  8:  Mean  earnings  for  officers  or 
enlisted  personnel  separated  after  8 
years  of  service. 

Earn  12:  Mean  earnings  for  officers 

or  enlisted  personnel  separated  after 
12  years  of  service. 
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Earn  20:  mean  earnings  for  officers 
or  enlisted  personnel  retired  after  20 
years  of  service. 

Earn  25:  Mean  earnings  for  officers 
or  enlisted  personnel  retired  after  25 
years  of  service. 

Earn  30:  Mean  earnings  for  officers 
or  enlisted  personnel  retired  after  30 
years  of  service. 

ERP:  Mean  earnings  plus  retirement 
pay  for  retirees. 

PSESEP:  Estimated  earnings  using 
retiree  characteristics  in  the 
separatee  equation. 


It  should  be  noted  that  the  post-service  earnings 
curves  as  shown  on  these  plots  have  the  same  shape  as 
the  Census  curves  for  ages  greater  than  seven  years 
after  separation  from  the  military.  This  is  because  we 
have  assumed  no  change  in  the  earnings  differential 
beyond  that  point  as  we  have  no  observations  in  our  IRS 
sample  for  times  since  separation  longer  than  nine 
years . 
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Figure  5 
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POST  SERVICE  EARNINGS 

OFFICERS  SEPARATED  FRC»1  THE  SERVICE  AFTER  20  TEARS 
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Figure  19 


POST  SERVICE  EARNINGS 

S&E  SEPARATED  FR0*1  THE  SERVICE  AFTER  8  YEARS 
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Figure  37 


POST  SERVICE  EARNINGS 

ENLISTED  PERSONNEL  SEPARATED  AFTER  8  »RS 
LESS  THAN  HIGH  SCHOOL  DEGREE 


EARNINGS 
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APPENDIX  V:  SERVICE  REGRESSIONS 

This  appendix  presents  the  results  of  separate 
models  estimated  for  each  Service.  For  each  Service, 
models  for  officer  separatees  and  retirees  and  enlisted 
separatees  and  retirees  were  estimated.  The  specifica¬ 
tions  were  the  same  as  the  models  described  in  the  body 
of  the  '  report,  with  one  exception.  To  eliminate 
differences  in  the  regression  results  due  to  differ¬ 
ences  in  the  distribution  of  occupations  within  each 
Service,  the  specification  included  categorical 
variables  for  occupations. 

The  IRS  data  base  included  a  substantial  number  of 
officers  and  enlisted  personnel  from  all  four  Services, 
as  shown  in  Table  V-1.  The  sample  of  retirees  included 
in  the  data  base  is  smaller  than  the  sample  of 
separatees  in  part  reflecting  the  smaller  number  of 
retirement  eligible  versus  pre-twenty  year  active  duty 
personnel,  relative  to  total  force  size.  Estimates  of 
sampling  ratios  were  calculated  by  a  three  step 
process.  First,  the  service  force  size  at  year  end 
minus  the  size  at  the  start  of  the  year  plus  accessions 
for  the  year  was  used  to  estimate  losses.  Second, 
these  annual  estimates  of  separations  and  retirements 
were  summed  across  years  for  *72  through  '80  to  obtain 
an  estimated  of  total  losses  for  the  period.  Finally 
the  IRS  sample  sizes  by  Service  were  divided  by  the 
estimated  total  number  of  retirements  or  separations. 
The  sample  procedure  which  concentrated  on  a  100% 
sample  from  small  cells  results  in  the  low  sampling 
ratios  for  the  enlisted  separatees.  While  the  sample 
design  was  structured  to  obtain  adequate  coverage  of 
retirees  and  separatees,  the  largest  number  of  records 
is  for  enlisted  separatees. 

The  service  regressions,  presented  in  Tables  V-2 
through  V-5,  show  similar  results  for  most  variables 
included  in  the  model.  However,  the  results  show  that 
white,  college-educated,  Navy  officers,  spending  the 
mean  time  in  their  last  pay  grade,  and  separating  or 
retiring  from  an  occupation  classified  as  "other" 
tended  to  fare  better  in  comparison  to  their  military 
peers  in  other  Services.  These  findings  generally  hold 
for  all  occupations.  Among  enlisted  personnel,  white, 
high  school  educated  Marines  spending  the  mean  time  in 
the  last  pay  grade  and  separating  or  retiring  from  an 
occupation  classified  as  "other"  tended  to  fare  better 
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in  comparison  to  their 
Services.  This  finding 
occupations.  Depending  on 
Navy  or  Air  Force  enlisted 
else  equal. 


military  peers  in  other 
was  not  universal  across 
the  occupation,  either  the 
individual  fared  better  all 
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Table  V-? 

OFFICER  MALE  SEPARATEES  1 98 1  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS  BI  SERVICE* 


ndapendent  Variables 


Constant 

Length  of  Sarvleo: 
LOS  5 


Education: 

Loss  than  12  yaars 

12  to  15  years 

Tlae  Since  Separation: 
0  -  1  yaars 

2-3  yaars 

4-6  years 


Tears  in  Last  Grade  Less 
Mean  Tlae  in  Last  Grade 


Race:  Black 


Pay  Grade:  0-5  and 
Ahove 


*  -1329 

(24 1 ) 
221 

*  -1716 

(409) 

SI 


2265 

<15883) 

0.021 

*  2159 
(781) 
201 


•  -4230 

(589) 

221 

•  -1894 

(514) 

341 

•  -655 
(182) 

0 

•  2855 
<694) 

111 

•  36273 
(1159) 

51 


•  -14511 
(1095) 
111 


•  -5007 
(746) 
331 

•  -744 
(338) 
0 


•  23792 
(1714) 

51 


•  2648 

(883) 


*  1799 
(314) 

381 

•  -T89 
(378) 

211 

•  -2646 
(1034) 

31 


•  -10371 
(1140) 
121 

•  -4813 
(890) 
26* 


•  4266 
(1337) 

61 


Air  Force 


•  -2263 
(746) 

41 

-3267 

(3752) 

0.11 


•  26180 
(2934) 

i* 

•  8214 

(2192) 

2* 


•  -4030 
(1412) 

5* 


•  -990 
(195) 
0 


•  22812 
(1442) 

41 
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Table  V-2  (Cont. ) 


p  .  < 


L‘.V 


•S 

rV 

& 


Arav 


Maw 


Marines 


>lr  force 


Military  Occupation: 

Coabat  Iras 


222 

(638) 

21* 


603 

(1077) 

19* 


•  -17*5 
(885) 
27* 


•  -3161 
(1019) 
'0* 


Aviation 


•  3663 
(933) 
12* 


736 
(1 138) 
15* 


10*8 

(938) 

26* 


1551 

(853) 

20* 


Sclantlata  6  Engineers 


17* 

(812) 

10* 


1  31m 
(1178) 
12* 


2532 

(8*7) 

20* 


Adalnlatration 


-659 

(667) 

18* 


*98 

(1038) 

22* 


-182* 

(950) 

20* 


-1553 

(8*2) 

21* 


Regression  nodal  with  tha  dapandant  variable  calculated  as  the  difference 
between  separatees'  actual  earnings  (adjusted  to  1982  dollars  with  the  ECI) 
and  estlaated  earnings.  Estiaated  earnings  are  based  on  regression 
coefficients  froa  Census  data  for  full-tlae,  Bale  veterans  with  earnings 
greater  than  $6,000. 
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Medical  and  Dental 

•  18078 
(73D 
18* 

•  2635* 
(1159) 

18* 

n.a. 

•  25350 
(97*) 

15* 

*2 

.2710 

.2305 

.0831 

.2358 

N 

11915 

7526 

32*7 

9**3 

Dependent  Variable  Mean 

»«28 

10000 

-105 

5720 

Mean  Census  Earnings 

29088 

29088 

29086 

29088 

.•A' A -A* 
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OrriCES  HALE  RETIREES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS  BY  SERVICE* 


dent  Variable 


Len(th  of  Service  After 
Retiranent  Eligibility 


Education: 

Less  then  12  years 


12  to  15  years 


Tiae  Since  Separation: 
0  -  1  years 


2-3  years 


A  -  6  years 


Years  in  Last  Grade  Less 
Mean  Tiae  in  Last  Grade 


Race:  Black 


Pay  Grade:  0-4  and  Below 


Military  Occupation: 
Coabat  Arms 


Scientists  A  Engineers 


AikDinistration 


Medical  and  Dental 


Dependent  Variable  Naan 
Mean  Census  Earnings 


- 

_ S*2K _  _ 

Marines 

Air  Force 

•  -6863 

-191 

a  -3282 

•  -7313 

(586) 

(910) 

(1302) 

(1063) 

128 

*  -460 

•  -470 

-194 

(67) 

(76) 

(107) 

(115) 

3.0  yrs  3.6  yrs 

2.8  yrs 

2.9  yrs 

17736 

15009 

•  14028 

•  16627 

<191321 

(21 1 44 ) 

(3312) 

(2542) 

0.01* 

0.01$ 

1$ 

1$ 

•  7277 

■  7658 

•  10403 

•  9529 

(885) 

(1064) 

(966) 

(1046) 

28$ 

37$ 

65$ 

6$ 

•  -'393 

-419 

-181 

886 

(68D 

(817) 

(1203) 

(972) 

12$ 

12$ 

11$ 

8$ 

339 

187 

1202 

195 

(550) 

(662) 

(965) 

(710) 

25$ 

23$ 

27$ 

26$ 

287 

275 

647 

-350 

(512) 

(588) 

(813) 

(637) 

33$ 

3"$ 

35$ 

36$ 

•  -387 

10 

313 

-78 

(143) 

(143) 

(170) 

(23D 

0 

0 

0 

0 

•  6116 

9155 

3942 

•  8851 

(710) 

(8646) 

(3828) 

(2000) 

9$ 

0.1$ 

1$ 

1$ 

•  -6036 

•  -9513 

•  -8221 

•  -6090 

(745) 

(87D 

(875) 

(944) 

36$ 

46$ 

57$ 

31$ 

•  -1146 

a  1964 

•  -2493 

-1936 

(58b) 

(888) 

(1057) 

(1763) 

22$ 

22$ 

3'$ 

2$ 

-173 

-1049 

-1331 

-1398 

(745) 

(1049) 

(1150) 

(783) 

10$ 

10$ 

21$ 

25$ 

•  4291 

•  673' 

130 

•  7630 

(826) 

(894) 

(2166) 

(785) 

7$ 

20$ 

2$ 

25$ 

•  1135 

776 

-312 

•  2701 

(549) 

(832) 

(92D 

(770) 

29$ 

32$ 

26$ 

28$ 

•  19306 
(873) 

6$ 

•  22033 
(1280) 

5$ 

n.a. 

•  25073 
(1094) 

7$ 

.0808 

.0727 

.0607 

.1214 

9623 

8115 

2921 

8227 

-4437 

-219 

-2998 

-4912 

29088 

29068 

29088 

29088 

a.  Nag  resalon  nodal  with  the  dependant  .viable  calculated  as  the  difference 
between  retirees'  actual  earnings  (adjusted  to  1982  dollars  with  the  BCD 
and  estlaated  earnings.  Istlaated  earnings  are  based  on  regression 
coefficients  fron  Census  data  for  full-tine,  male  veterans  with  aamings 
(raster  than  $6,000. 
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Table  V-n 


ENLISTED  MALE  SEPARATEES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS  BY  SERVICE* 


Ind»p«ndtnt  Variable 


Air  Force 


Constant 

•  .1U3 

-272 

•  1*82 

•  1332 

(338) 

(276) 

(*90) 

(511) 

Lenfth  of  Service: 

LOS  5 

•  -9*5 

*  .768 

*  -®39 

•  -696 

(£0) 

(71) 

(68) 

(10*) 

30* 

28* 

3'* 

33* 

LOS  9 

•  -937 

*  -1199 

•  -900 

•  -597 

(7*) 

(90) 

(129) 

(HO) 

2** 

21* 

20* 

19* 

LOS  13 

•  -767 

•  -1233 

•  -1256 

•  -1036 

(109) 

(1*2) 

(22D 

(181 ) 

13* 

9* 

5* 

6* 

LOS  17 

-305 

-653 

•  -150* 

169 

(295) 

(359) 

(658) 

(975) 

2* 

2* 

1* 

0.2* 

Education: 

Loss  than  12  years 

•  295* 

•  3290 

•  2770 

•  26** 

(i*3) 

(162) 

(19*) 

(229) 

3** 

33* 

3** 

2** 

Graatar  than  15  years 

•  -1*305 
(3*08) 
0.0*f 

n.a. 

•  -1325* 
(2273) 
0.2* 

•  -1*700 
(3616) 
0.1* 

Tlaa  Since  Separation: 

0*1  yeara 

17* 

«  -671 

-208 

•  -699 

(2*1) 

(257) 

(312) 

(326) 

9* 

12* 

10* 

11* 

2-3  yeara 

•  1*76 

•  *3* 

•  751 

•  7*0 

(18D 

(205) 

(23B) 

(253) 

21* 

2*( 

2** 

25* 

A  -  6  years 

*  660 

•  *20 

•  *65 

395 

(161) 

(190) 

(217) 

(232) 

3«* 

32* 

3** 

3** 

Tears  in  Last  Grade  Leas 

•  132 

•  505 

13 

118 

Mean  Tiae  in  Last  Grade 

(60) 

(93) 

(139) 

(125) 

0 

0 

0 

0 

Race:  Black 

•  3111 

•  *007 

•  3156 

•  3782 

(137) 

(17*) 

(196) 

(203) 

36* 

29* 

33* 

3** 

Pay  Grade:  E-7  and  Above 

•  326* 

•  5728 

•  3669 

379* 

(309) 

(3*3) 

(535) 

(2229) 

7* 

7* 

5* 

0.2* 
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Table  V-4  (Cont.) 


Air  Force 


Military  Occupation: 
Coabat  Araa 


•  1381 
(30D 
15* 


•  -10*0 
(499) 

24* 


•  1197 
(503) 
10* 


Electronics,  Coaaunlca- 
tiona  and  Intelligence 


•  1532 
(9  98) 
22* 


Electricians,  Mechanics 
and  Craftsaen 


•  1210 
(322) 
19* 


•  1723 
(460) 
25* 


Administration 


•  726 
(287) 
19* 


Regression  model  with  the  dependent  variable  calculated  as  the  difference 
between  separatees'  actual  earnings  (adjusted  to  1982  dollars  with  the 
ECI),  and  estimated  earnings.  Estimated  earnings  are  based  on  regression 
coefficients  from  Census  data  for  full-time,  male  veterans  with  earnings 
greater  than  *6,000. 
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Medical  and  Dental 

640 

•  1187 

n.« . 

-560 

A.  A 

(3*2) 

(318) 

(484) 

'  .  '*«  *  -  *’« 

12* 

11* 

’3* 

•  V  V  ' 

R2 

.1915 

.1674 

.HI  M 

.1130 

v: 

N 

19529 

18212 

12152 

12948 

*V  '*#* 

Dependent  Variable  Mean 

-947 

2164 

2052 

2569 

Mean  Census  Earnings 

29088 

29088 

29086 

29068 
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ENLISTED  MALE  RETIREES  1981  ROST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS  BY  SERVICE* 


ijjwt  Variables 


Length  of  Service  after 


-*xt 

Kttry 

Narines 

Air  Force 

•  -9730 

•  -6650 

-1412 

•  -5572 

(615) 

(678) 

(1985) 

(137D 

•  -213 

•  -421 

a  .329 

•  -494 

(28) 

(36) 

(62) 

(41) 

2.8  yr*  2.3  yrt 

2.0  yrs 

2.7  y 

•  4345 

•  4288 

*  3300 

•  3970 

(232) 

(19D 

(368) 

(195) 

15* 

32* 

17* 

26* 

n.a. 

n.a. 

n.a. 

-7128 

Time  Since  Separation: 
0  -  1  yaara 

2-3  years 

A  -  6  years 


Tears  In  Last  Orade  Less 
Mean  Tlae  In  Last  Grade 


Race:  Black 


•  -AO0 1 

(298) 

8* 

•  -1A79 

(229) 

17* 

•  -1110 

(187) 

30* 


•  5661 
(156) 
A2* 


•  -265A 
(313) 
10* 


•  -1490 
(228) 
20* 


Pay  Grade:  E-6  and  Below  •  -2608 
(226) 


Military  Occupation: 
Combat  Arms 


Electronics,  Commsilca-  •  2025 
tiona,  and  intelligence  (612) 
19* 


•  6269 
(215) 

23* 

•  -3138 

(237) 

33* 


•  3012 
(695) 
19* 


•  -1199 
(320) 
36* 


•  5687 
(3«5) 
20* 

•  -3556 
(647) 
16* 


•  6291 
(183) 
33* 

•  -3026 
(227) 
42* 


Electricians,  Mechanics 
and  Craftaen 


Ministration 


•  1614 
(605) 
19* 


e  -52115 
(1987) 

40* 


a.  Regression  model  with  the  dependent  variable  calculated  as  the  difference 
between  retirees'  actual  earnings  (adjusted  to  1982  dollars  with  the  ECI) ,  and 
eetlaated  earnings.  Estimated  earnings  are  baaed  on  regression  coefficients 
from  Census  data  for  full-tlae,  male  veterans  with  earnings  greater  than  q 

181 


I  M 


■ 

■  v'  .  • 


r.  v.  * .  * .  -  .  n, 1 


-  y.v’.-.'-v*-'.’ 

^*"k*a*  m  **  •  * 


Medical  and  Dental 

857 

(626) 

13* 

819 

(718) 

10* 

n.a. 

-188 

0381) 

10* 

R* 

.1412 

.1454 

.1067 

.1195 

£vv3CvXrS 

N 

13124 

12792 

4856 

17250 

-  V  %'  «.* 

Dependent  Variable  Mean 

-7746 

-4507 

-6633 

-4256 

«'  «  •_»  V  V 

1 

•V. 

.*  s.*  -  *  •  ■  -  -  . 

Mean  Census  Earnings 

29088 

29088 

29088 

29068 
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APPENDIX  VI:  1979,  1980  AND  1981  COMPARISONS 

For  many  of  the  individuals  in  the  analysis  files, 
earnings  data  is  available  for  1979  and  1980,  in 
addition  to  1981.  All  of  the  estimations  described  in 
the  report  used  1981  earnings.  Tables  VI-1  through  VI- 
M  below  allow  a  comparison  of  the  results  for  1979, 
1980,  and  1981  earnings  where  the  same  model  is  used 
for  each  year.  The  actual  earnings  used  to  calculate 
the  earnings  differential  were  adjusted  to  1982  dollars 
by  the  appropriate  Employment  Cost  Index  factor.  The 
Census  equation  used  to  calculate  the  earnings 
differential  is  the  one  for  male  veterans  working  full 
time  and  having  earnings  greater  than  $6,000.  The  time 
since  separation  variable  was  recalculated  prior  to 
each  run  so  that  it  would  be  measured  as  the  time  from 
separation  to  the  earnings  year.  All  other  variables 
in  the  model  were  not  redefined  since  they  are 
unaffected  by  the  earnings  year  being  analyzed. 

The  tables  in  general  below  show  few  qualitative 
differences  among  the  coefficients  when  the  model  is 
estimated  for  other  than  1 9 8 1 .  This  implies  that  the 
findings  discussed  in  Chapter  III  are  not  greatly 
affected  by  the  earnings  year  chosen  for  the  analysis. 
Chapter  VI  contains  the  results  of  longitudinal  anal¬ 
ysis  using  different  years'  earnings  data. 


APPENDIX  Q 


S*Nv-*S\vS*'-y 

V-V-*. 


'•  ,  %  m ‘  •  ^  .*>■  >  I 

v  v-v-'sV  - \  .  • 
*•’  . 

v*  V  v‘  V  -.‘"V 

*  **  t*  •  *V’  *•  *  '  ’*»  *  » 

.  ^  ■  ■  -  -  *  -  *  •  * 
-  *  .  *  v*  ‘  "  »  '  ■  ' 

V 


*  "V*  . 

>.*.yvv‘*,-v-*-* 

-  * ».  *  •_  •_*  ^  *. 

p  ,0  hi  imn  1 


■1.VA\'V  ,*VvN 
/•, 


■  -  *  -  *  -  '  ' . 
"•*.  **.  ■•.  -*.'**.  «C-v 

,*  *  .*  *  .•  /  *.•  v  *,»  *.•  \«  •  /.  v 

.*•  .n  .*•  .  -V*  .*•/«  ;•  .*• 

.  *y.*  *y.*v 

*  *  .  *  .  v.  ■  •  v  **  •  *  >  v*\. 


Table  VI-1 


OrriCER  HALE  SEPARATEES  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Independent  Variables 

1980 

1981 

Constant 

•  5628 

•  5384 

•  5011 

(550) 

(397) 

(322) 

Length  of  Service: 

LOS  5 

•  1518 

•  1392 

•  1065 

(169) 

(144) 

(130) 

35* 

35* 

36* 

LOS  9 

•  -1556 

•  -1441 

•  -1264 

(211) 

(182) 

(165) 

20* 

20* 

21* 

LOS  13 

•  -2309 

a  .1915 

•  -2383 

(395) 

(36D 

(337) 

5* 

5* 

5* 

LOS  17 

514 

380 

296 

(1159) 

(1133) 

(1034) 

1* 

1* 

1* 

Education: 

Less  than  12  years 

•  40784 

•  44835 

•  30869 

(4143) 

(390D 

(2848) 

0.2* 

0.  1* 

0.2* 

12  to  15  years 

1027 

-67 

•  1978 

(627) 

(57D 

(514) 

11* 

9* 

10* 

Time  Since  Separation: 

0  -  1  years 

•  -9783 

•  -9732 

•  -8762 

(638) 

(528) 

(526) 

14* 

12* 

9* 

2-3  years 

e  -6515 

•  -4658 

•  -4299 

(548) 

(424) 

(376) 

28* 

25* 

23* 

4-6  years 

•  -3579 

•  -3577 

•  -2666 

(510) 

(385) 

(332) 

44* 

38* 

35* 

Tears  in  Last  Grade  Less 

•  -811 

•  -799 

•  -635 

Hean  Tine  in  Last  Grade 

(141) 

(120) 

(106) 

0 

0 

0 

Race:  Black 

•  1690 

976 

442 

(687) 

(611) 

(565) 

7* 

6* 

6* 

Pay  Grade  1:  0-5  and 

e  5600O 

•  50890 

•  48747 

Above  for  LOS  less 

(904) 

(780) 

(712) 

than  17 

4* 

4* 

4* 

Pay  Grade  2:  0-5  and 

•  31119 

16811 

20610 

Above  for  LOS  greater 

(12142) 

(11451) 

(12333) 

than  or  equal  to  17 

0.02* 

0.02* 

0.01* 

R2 

.1759 

.1684 

.1635 

N 

25888 

29499 

32131 

Dependent  Variable  Hean 

5047 

5452 

5655 

Hean  Census  Earnings 

29088 

29088 

29088 

Regression  aodel  Hitt)  the  dependent  variable  calculated  as  the 
difference  between  separatees'  actual  earnings  (adjusted  to 
1982  dollars  with  the  ECI)  and  estlaated  earnings.  Eatlaated 
earnings  are  based  on  regression  coefficients  froa  Census  data 
for  full-tine,  aale  veterans  with  earnings  greater  than 
$6,000. 
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Table  VI-2 

OFFICER  HALS  RETIREES  POST -SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Independent  Variablea 
Conatant 


Length  of  Sarvlea  Aftar 
Retirement  Eligibility 


Education: 

Laaa  than  12  peara 

12  to  15  yeara 

Tlae  Sinca  Saparatlon: 
0  -  1  yaara 

2-3  yaara 


A  -  6  yaara 


Yaara  in  Laat  Grade  Laaa 
Kean  Tiae  in  Laat  Grade 


Race:  Black 


Pay  Grade:  O-A  and  Below 


Dependent  Variable  Kean 
Kean  Cenaua  Earnlnga 


1979 

i960 

1981 

•  -320* 

(A82) 

•  -2517 
(A09) 

•  -189* 

(290) 

•  -27* 

•  -283 

•  -262 

(«9) 

(AA) 

(AD 

3-2  yra 

3.2  yra 

3.1  yra 

•  17*22 

•  1 80AS 

•  13731 

(3325) 

(3071) 

(2100) 

0.21 

0.21 

0.31 

•  7880 

•  7  A  3  T 

•  7990 

(533) 

(A83) 

(AA7) 

301 

291 

281 

-3** 

•  1201 

-117 

(57D 

(AA3) 

( A  32  > 

151 

271 

ill 

221 

a  8«4 

289 

(508) 

(A2A) 

(335) 

291 

381 

251 

879 

582 

288 

(A  76 ) 

(A63) 

(309) 

A31 

221 

3*1 

-8A 

•  -166 

-*5 

(87) 

(79) 

(72) 

0 

0 

0 

•  3229 

•  3592 

•  3773 

(838) 

(729) 

(669) 

31 

31 

31 

•  -8i80 

•  -7971 

•  -7861 

( A  63 ) 

(All) 

(37A) 

A01 

A01 

A01 

.020A 

-021A 

.022  3 

22652 

26353 

28886 

-AA02 

-350A 

-32*2 

29088 

29088 

29088 
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a.  Rafreaaion  aodel  with  the  dependent  variable  calculated  aa 
the  difference  between  retireea'  actual  earnlnga  (adjusted  to 
1982  dollara  with  the  ECI),  and  aatlaatad  earnings.  Esti¬ 
mated  earnings  are  baaed  on  ragraaslon  coefficients  from 
Cenaua  data  for  full-tlae,  able  veterana  with  earnlnga 
greater  than  86,000. 
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Table  VI-3 


ENLISTED  MALE  SEPARATEES  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Indapandant  Variables 

1979 

1980 

1981 

Constant 

*  2598 

•  2016 

•  1607 

(160) 

(122) 

(109) 

Length  of  Service: 

LOS  5 

•  -9«0 

a  .867 

•  -868 

(43) 

(39) 

(37) 

30* 

30* 

31* 

LOS  9 

•  -992 

•  -1021 

•  -957 

(55) 

(5D 

(48) 

21* 

21* 

2  1* 

LOS  13 

•  -1099 

•  -1041 

•  -1052 

(88) 

(80) 

(75) 

9* 

9* 

9* 

LOS  17 

a  -603 

•  -769 

•  -815 

(289) 

(271) 

(266) 

1* 

It 

1* 

Education: 

Lass  than  12  years 

•  3  '54 

•  2810 

•  2727 

( 100) 

(9D 

(87) 

3  «* 

33* 

32* 

Greater  than  15  years 

•  -12509 

•  -10067 

•  -1356  4 

(1759) 

(1698) 

(  1647) 

0.1* 

0.  1* 

0.  1* 

Tine  Since  Separation: 

0  •  1  years 

-1  12 

276 

-127 

(175) 

(145) 

(139) 

14* 

12* 

1 1* 

2-3  years 

193 

•  867 

a  998 

(152) 

(117) 

(106) 

29* 

26* 

23* 

4-6  years 

-18 

•  293 

•  44  8 

(144) 

(108) 

(96) 

4  4* 

38* 

33* 

Tears  in  Last  Grade  Less 

79 

•  109 

•  11  1 

Mean  Tine  in  Last  Grade 

(45) 

(42) 

(41) 

0 

0 

0 

Race:  Black 

•  2882 

•  2962 

•  3165 

(100) 

(9D 

(85) 

33* 

34* 

34* 

Pay  Grade  1:  E-T  and  Above 

•  3214 

•  3636 

•  4230 

for  LOS  less  than  17 

(253) 

(230) 

(214) 

4* 

4* 

5* 

Pay  Grade  2:  E-T  and  Above 

•  2697 

•  4029 

•  5291 

for  LOS  greater  than 

(805) 

(755) 

(737) 

or  equal  to  17 

l* 

1* 

0.5* 

I2 

.1464 

.1438 

.1385 

N 

50147 

56635 

62841 

Dependent  Variable  Mean 

1761 

1528 

1259 

Mean  Cenaus  Earnings 

29088 

29086 

29068 

R«grMtlon  nodal  with  the  dependent  variable  calculated  a*  the 
difference  between  aaparataaa'  actual  earnings  (adjusted  to  190? 
dollars  with  tha  ECI)  and  astlaatad  aarnlnga.  Eatlaatad  aarnlnga 
ara  baa  ad  on  ragrasslon  coefficients  fron  Census  data  for  full- 
tlaa,  eels  veterans  with  earnings  greater  than  $6,000 
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Table  VI-H 

ENLISTED  MALE  RETIREES  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS3 


Independent  Variables 

1979 

1980 

1981 

Constant 

•  -659« 

(171) 

•  -6523 

034) 

•  -6303 
(117) 

Length  of  Service  After 

Retirement  Eligibility 

•  -395 
(20) 

2.5  yrs 

•  -365 
(19) 

2. 6  yrs 

•  -346 

(18) 

2.6  yrs 

Ed ucatlon: 

Less  than  12  years 

Greater  than  15  years 

Time  Since  Separation: 
0-1  years 

2-3  years 

A  -  6  years 


Years  in  Last  Grade  Less 
Mean  Time  in  Last  Grade 


•  4410 
(116) 
27* 


•  -2466 
(205) 
12* 


a  _22UU 
(178) 
10* 

•  .449 
(137) 
24* 


•  4647 
(110) 
24* 

-6207 
(4961  ) 
0.01* 


»  -676 
(127) 
20* 


Race:  Black 


Pay  Grade:  E-6  and  Below 


Dependent  Variable  Mean 
Mean  Census  Earnings 


•  5529 
(112) 
31* 


•  5636 
(100) 
31* 

•  -2305 
(117) 
33* 


ioBi  i-M..  actual  earnings  (adjusted  to 

1982  dollars  with  the  ECI),  and  estimated  earnings.  Estimated 
??*  b,se?  on  '•egression  coefficients  from  Census  data 
ea/iiwJ1  X-time,  male  veterans  with  earnings  greater  than 
go  fooo . 
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APPENDIX  VII:  ALTERNATIVE  SPECIFICATIONS 


Several  specifications  of  the  model  were  tried  in 
the  course  of  our  research.  This  appendix  identifies 
some  of  the  variations  from  the  model  described  in 
Chapter  III. 


The  results  reported  in  Chapter  III  were  based  on 
using  as  the  dependent  variable  an  earnings  differen¬ 
tial,  defined  as  the  difference  between  ECI-adjusted 
actual  earnings  and  ECI-adjusted  imputed  earnings.  The 
imputed  earnings  were  based  upon  an  equation  estimated 
using  Census  data  for  male  veterans  working  full  time 
with  earnings  greater  than  $6,000. 


The  purpose  of  using  veterans  only  for  the  Census 
comparison  group  was  to  ensure  that  the  Census  compar¬ 
ison  group  had  passed  the  same  tests  that  the  IRS 
sample  had.  We  investigated  the  implications  of  this 
stratification  of  the  Census  comparison  group  in  the 
following  ways.  First,  we  estimated  the  coefficients 
of  the  determinants  of  Census  earnings  for  veterans 
only,  non-veterans  only,  and  for  both  combined  (using 
male  full-time  workers  in  all  three  cases).  These 
regression  coefficients  are  contained  in  Appendix  III. 
Figures  1  and  2  show  the  age-earning  plots  for  college 
graduates  and  high-school  graduates  derived  from  the 
Census  regression  for  veterans  and  non-veterans.  These 
figures  show  differences  in  earnings  level  (the  con¬ 
stant  terra  plus  the  effect  of  the  level  of  education) 
as  well  as  differences  in  the  rate  of  growth  of  earn¬ 
ings  as  age  increases  to  the  maximum  earnings  age  of 
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about  50  (the  effects  of  age  and  age-squared)  .j/  The 
regression  coefficients  for  these  two  groups  are 
significantly  different  from  each  other  (F=776).  This 
indicates  that  for  1979  earnings,  veteran  status  did 
make  a  difference  in  the  determinants  of  earnings  that 
we  were  able  to  measure  for  our  sample. 

However,  in  order  to  test  this  definition  of  a 
Census  comparison  group  further,  we  performed  the  fol¬ 
lowing  analysis.  The  major  purpose  in  analyzing  earn¬ 
ings  differentials  between  former  military  personnel 
and  the  non-military  work  force  is  to  assess  the  com¬ 
petitive  marketplace  that  the  military  personnel  face 
as  they  decide  to  leave  (or  not)  the  service,  and  how 
those  who  have  left  the  service  have  fared  in  this 
marketplace.  One  might  argue,  then,  that  a  reasonable 
comparison  group  would  be  all  Census  full-time  workers, 
veterans  and  non-veterans,  since  this  group  together 
constitutes  the  marketplace  that  the  military  personnel 
face.  Therefore,  we  analyzed  earnings  differentials 
for  the  IRS  sample  compared  to  the  estimated  average 
Census  earnings  (given  age,  education,  and  race)  for 
veteran  and  non-veteran  full-time  workers  combined. 

Tables  VII-1  through  VII-4  present  the  results  of 
this  alternative  specification  of  the  comparison  group. 
These  tables  include  the  estimation  results  for  the 
"veterans  only"  model.  The  alternative  specification 


y  A  present  value  comparison  through  age  65  of  the 
veteran  and  non-veteran  earnings  streams  shows 
larger  present  values  for  veterans  than  non¬ 
veterans  in  the  college  graduates  case  (as  is 
obvious  from  Figure  1)  and  shows  larger  present 
values  for  non-veterans  than  veterans  for  high- 
school  graduates  at  all  three  discount  rates. 


Present  Values 


Discount 

Rate 

Non-Veteran 

College 

Graduates 

Veteran 

College 

Graduates 

Non-Veteran 

High-School 

Graduates 

Veteran 

High-School 

Graduates 

3% 

$81*1,419 

$895,963 

$623,510 

$606,613 

5% 

594,319 

650,892 

435,939 

418,501 

10H 

331,230 

359,901 

225,255 

210,115 
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does  not  yield  substantially  different  results.  Figures 
1  and  2,  however,  do  suggest  that  there  may  well  be  a 
cohort  effect,  as  was  also  suggested  by  our  longitu¬ 
dinal  analysis  presented  in  Chapter  VI.  This  is  seen 
most  clearly  in  the  high-school  graduates  comparison  of 
veterans'  and  non-veterans'  earnings.  Since  the  Census 
data  represents  a  cross-section  of  earnings  over  dif¬ 
ferent  ages  at  one  point  in  time,  the  differential 
rates  of  change  and  levels  of  earnings  could  be  due 
either  to  different  earnings  growth  patterns  as 
veterans  and  non-veterans  grow  older,  or  to  different 
characteristics  of  individuals  entering  and  leaving  the 
service  more  recently  (younger  ages  in  general)  and 
less  recently  (older  ages  in  general).  Thus  for  the 
Census  veterans,  the  effect  of  age  on  earnings  may 
reflect  in  part  a  cohort  effect  over  more  cohorts  (more 
variety  of  entrance  and  exit  dates  from  the  service) 
than  even  exist  in  our  IRS  sample.  The  result  of  this 
would  be  that  the  earnings  differential  itself  between 
the  IRS  sample  and  the  Census  sample  may  depend  on  age 
to  the  extent  that  the  difference  between  the  cohorts 
of  the  two  samples  is  a  function  of  age.  However, 
multicollinearity  among  age,  time  since  separation,  and 
length  of  service  in  the  IRS  sample  resulted  in  insig¬ 
nificant  coefficients  for  age  and  age-squared  when  they 
were  included  in  the  regression  equation  for  earnings 
differentials.  For  this  reason,  we  left  age  variables 
out  of  the  equation,  constraining  the  coefficients  of 
age  and  age-squared  to  match  the  Census  sample. 


Having  run  our  regressions  without  age  and  age- 
squared  as  variables  in  the  earnings  differentials 
equation,  we  tested  the  residuals  of  our  differentials 
regressions  to  see  if  they  depended  on  age.  When  we 
ran  regressions  of  the  residuals  with  age  and  age- 
squared  as  independent  variables,  in  each  of  the  four 
cases  (officer  separatees  and  retirees,  enlisted  separ¬ 
atees  and  retirees)  the  coefficients  of  both  age  and 
age-squared  were  significantly  different  from  zero, 
with  t-statistics  ranging  from  5  to  19.  Age  and  age- 
squared  appear  to  be  more  significant  for  the  officer 
separatees  (t=19)_than  for  the  other  three  groups  (t=5 
to  7),  with  an  R2  for  officer  separatees  of  .012  com¬ 
pared  to  R2  of  .002  for  the  other  three.  Figures  3  and 
4  show  the  relationship  between  age  and  the  residuals 
for  officers  and  enlisted  personnel.  The  largest 
effect  is,  again,  that  for  officer  separatees,  as  shown 
in  Figure  3- 
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Table  V1I-1 

OFFICER  HALE  SEPARATEES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Indeeendent  Variable* 

Veteran*  A  Ron  Vet* 

Veteran*  Only 

Conatant 

*  667* 

•  5011 

(322) 

(322) 

Length  of  Service: 

LOS  5 

•  1105 

•  1065 

(131) 

(130) 

36* 

363 

LOS  9 

•  -1236 

•  -126* 

(165) 

(165) 

21* 

21* 

LOS  13 

•  -23*5 

•  -2383 

(337) 

(337) 

5* 

5* 

LOS  IT 

307 

296 

(103*) 

(103*) 

1* 

1* 

Education: 

Lea*  than  12  pear* 

•  29*76 

•  30869 

(2650) 

(28*6) 

0.25 

0.23 

12  to  15  pear* 

-165 

•  1978 

(5 1*> 

(51*) 

103 

103 

Tla«  Sloe*  Separation: 
0  -  1  pear* 


2-3  P«ar» 


A  -  6  year* 


Kara  in  Laat  Grade  L*aa 
Hean  Tlae  In  Laat  Grade 


Race:  Black 


Pap  Grad*  V.  0-5  and 
Above  for  LOS  l*aa 
than  IT 


-913S 

(52T ) 

9* 


•  -*587 

(37?) 

23* 


-2822 

(332) 

35* 


-6i2 

(106) 

0 


-6 

(566) 

6* 


•  A906* 
(713) 

A* 


Pap  Orad*  2:  0-5  and  Above 

for  LOS  greater  or 
equal  to  IT 


20T82 

(12339) 

0.01* 


Dependent  Variable  Hean 
Naan  Cenaua  Earning* 


.1661 

32131 

TOAA 

26133 


•  -8T62 
(526) 

93 


•  -A299 
(376) 
23* 


*  .2666 
(332) 
351 


-635 

(106) 

0 


AA2 

(565) 

6f 


•  A87AT 
(T  12) 

A* 


20610 

(12333) 

0.013 


.1635 

32131 

5655 

29088 


Regreaalon  eodel  with  dependent  variable  ealeulated  aa  the 
difference  betueen  aeparateea'  actual  aarnlng*  (adjusted  te 
1962  dollar*  ulth  the  EC1)  and  eatlnatad  earning*.  Eatlnatad 
earning*  are  baaed  en  regreaalon  coefficient*  fron  Cenaua 
data  for:  (1)  full- tlae,  aale  veteran*  and  nen-veterana  ulth 
earning*  greater  than  86,000,  and  (2)  ful 1-t lae ,  aale 
veteran*  ulth  earning*  greater  than  86,000. 
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T»ble  «I-2 

omen  MALE  RETIMES  1901  POST-SERVICE  EARNINGS 
MLATIVE  TO  CENSUS  COUNTERPARTS* 


Independent  Variables 
Ceadtaot 


Veterans  A  Non  t«ti 


Veterans  Onl> 

•  -189  A 

(290) 


Length  of  Service  After 

•  -261 

•  -262 

Retireaent  Eligibility 

( A 1 ) 

(*1) 

3.1  yrs 

3-1  ! 

Education: 

Less  than  12  years 

•  12301 

•  1373' 

(2100) 

(2100) 

0.31 

03* 

12  to  1$  years 

•  3916 

•  7990 

(AA7) 

(A*  7) 

28* 

28* 

Tlae  Since  Separation: 

0  -  1  years 

-172 

-117 

(A32) 

(*32) 

11* 

11* 

2-3  years 

263 

289 

(335) 

(335) 

25* 

25* 

A  -  6  years 

288 

268 

(309) 

(309) 

3** 

3** 

Tears  in  Lest  Orade  Less 

-*5 

-*5 

Mean  Tiae  in  Last  Grade 

(72) 

(72) 

0 

0 

Race:  Black 

•  3350 

•  3773 

(669) 

(669) 

3* 

3* 

Pay  Orade:  O-A  and  Below 

•  -7901 

•  -7861 

(37* ) 

(37* ) 

A0« 

*0* 

R* 

.019* 

.0223 

N 

28886 

26886 

Dependent  Varleble  Mean 

-175* 

-32*2 

Naan  Census  Earnings 

26133 

29088 

Regression  nodal  with  tht  dapandant  variable  calculatad  as 
the  difference  between  ratireaa'  actual  earnings  (adjusted  to 
1962  dollars  with  the  ECI),  and  eatiaated  earnings.  Eatl- 
aatad  earnings  ara  based  on  regression  coefficients  froa 
Census  dats  for;  1)  full- tine,  sale  veterans  and  non-veterans 
with  earnings  greater  than  86,000  and  2)  full- tine,  aale 
veterans  with  earnings  greater  than  86,000. 
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Table  VII-H 


■■LISTED  HALE  RETIREES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS* 


Indaoandant  Varlablaa 

fatarana  A  Non  Vata 

Vatarana  Only 

Conatant 

•  -6302 

•  -6303 

(117) 

(117) 

Lana t h  of  Saralea  Aftar 

•  -337 

•  -346 

Ratlraaant  Eligibility 

(16) 

(18) 

2.6  yra 

2.6  yra 

Education: 

Laaa  than  12  yaara 

•  5299 

•  4647 

(110) 

(110) 

2*1 

249 

Graatar  than  15  yaara 

-A026 

-6207 

(4960) 

(4961) 

0.019 

0.019 

Tlaa  Sinea  Saparatlon: 

0-1  yaara 

•  -3096 

•  -2972 

(170) 

(170) 

99 

99 

2-3  yaara 

•  -757 

a  -676 

(127) 

(127) 

209 

209 

A  -  6  yaara 

-162 

-130 

(108) 

(108) 

3*9 

349 

Taara  In  Laat  Grada  Laaa 

•  -91 

a  -jo 

Naan  Tlaa  In  Laat  Grada 

(29) 

(29) 

0 

0 

Raca:  Black 

•  5224 

•  5636 

(100) 

(100) 

319 

319 

Pay  Orada:  E-6  and  Below 

•  -2306 

•  -2305 

(117) 

(117) 

339 

339 

R2 

.1108 

.1093 

N 

46022 

46022 

Dapandant  Varlabla  Naan 

-5505 

-5517 

Haan  Canaua  Earnlnga 

29088 

29088 

a.  Ragraaalon  nodal  with  the  dependent  variable  calculated  a> 
tha  dlffaranea  batwaan  retlreea'  actual  earning  a  (adjuated  to 
1962  dollara  with  tha  ECI),  and  astlaatad  earnlnga.  Eatl- 
aatad  aarnlnfi  ara  baaad  on  rafraation  coefficient!  froa 
Canaua  data  for:  1)  full-tlaa,  aala  aatarana  and  non-veterana 
with  aarnlnga  (raatar  than  16,000,  and  2)  full-tlaa,  aala 
aatarana  with  aarnlnca  iraatar  than  66,000. 
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The  effect  of  the  bias  illustrated  in  Figure  3  is 
to  overestimate  the  earnings  differential  for  officer 
separatees  who  are  fairly  young  (i.e.,  officer  separ¬ 
atees  with  short  lengths  of  service  and  times  since 
separation).  Thus  relatively  young  officer  separatees 
suffer  a  somewhat  greater  earnings  penalty  than  indi¬ 
cated  in  the  body  of  the  report.  Of  course,  the  R2  for 
this  relationship  is  only  .012,  so  much  of  the  varia¬ 
tion  in  the  residuals  is  still  left  unexplained.  Also, 
the  largest  effects  of  age  on  residuals  are  in  the 
younger  tails  of  the  officer  separatee  and  enlisted 
retiree  groups,  which  have  relatively  few  members  and 
for  which  the  estimated  residual  may  be  particularly 
far  from  the  actual  residual.  Given  that  we  were 
unable  to  separate  the  effects  of  age  from  those  of 
length  of  service  and  time  since  separation  in  our  dif¬ 
ferentials  regressions,  we  chose  to  investigate  the 
nature  of  the  bias  and  constrain  the  effects  of  age  on 
earnings  for  the  two  samples  to  be  the  same. 


Given  the  fact  that  for  most  individuals  in  the  IRS 
sample,  length  of  service  plus  time  since  separation 
represented  the  individual's  experience  in  the  labor 
force,  we  also  tried  several  different  specifications 
of  the  earnings  differentials  equations.  A  number  of 
different  specifications  of  the  length  of  service  vari¬ 
able  in  the  model  were  tried.  These  included  specify¬ 
ing  length  of  service  for  separatees  as  a  continuous 
variable  rather  than  as  a  spline  function.  Length  of 
service  squared  was  also  included  in  some  versions  of 
the  model.  However,  as  discussed  in  Chapter  III,  the 
LOS  variable  on  the  IRS  data  set  did  not  allow  fine 
distinctions  to  be  made. 


Time  since  separation  was  also  tried  as  a  con¬ 
tinuous  variable,  and  time  since  separation  squared 
appeared  in  earlier  versions  of  the  model.  In  general, 
these  alternative  specifications  of  the  independent 
variables  did  not  explain  more  of  the  variation  in 
earnings  differentials  and  did  not  change  qualitative 
conclusions  of  the  model,  which  were  judged  easier  to 
understand  with  the  specification  presented  in  Chapter 
III. 


The  IRS  data  set  contains  wage  and  salary  earnings 
truncated  at  $150,000  for  those  individuals  in  the 
sample.  The  Census  data  set,  on  the  other  hand,  has 
wage  and  salary  earnings  truncated  at  $75,000  ($95,925 
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in  1982  dollars).  The  comparisons  we  have  done  in  this 
report  may  thus  tend  to  overestimate  the  earnings  dif¬ 
ferential  for  those  earning  more  than  $75,000  ($95,925 
in  1982  dollars).  In  order  to  get  a  better  idea  of  the 
nature  of  this  bias,  we  estimated  earnings  differen¬ 
tials  for  our  four  major  groups  (officer  separatees  and 
retirees,  and  enlisted  separatees  and  retirees)  with 
the  IRS  earnings  truncated  to  $95,925  in  1 9 8 2  dollars. 
The  results  are  presented  in  Tables  VII-5  through 
VII-8 . 

While  comparing  the  IRS  earnings  truncated  at 
$150,000  with  Census  earnings  will  probably  tend  to 
overestimate  earnings  differentials,  comparing  IRS 
earnings  truncated  at  $75,000  with  Census  earnings  may 
either  be  overestimating  or  underestimating  the  earn¬ 
ings  differential.  All  earnings  greater  than  $95,925 
in  1982  dollars  are  reported  as  $95,925  for  each 
sample,  so  average  earnings  for  the  Census  sample  are 
biased  downward.  Whether  or  not  the  resulting  compar¬ 
ison  tends  to  overestimate  or  underestimate  the  earn¬ 
ings  differential  thus  depends  on  the  differences 
between  the  IRS  sample  and  the  Census  sample  for  those 
earning  more  than  $95,925,  which  we  don't  know.  How¬ 
ever,  we  do  know  that  of  32,131  male  officer  separatees 
with  full-time  earnings  in  the  IRS  sample,  1 6 38 ,  or 
about  5%,  had  1 98 1  earnings  greater  than  $95,925  in 
1982  dollars.  Thus  the  differences  in  the  regression 
coefficients  for  officer  separatees  presented  in  Table 
VII-5  (where  most  of  the  differences  are)  result  from 
changes  in  earnings  reported  for  the  highest  5%  of  the 
earners . 

Figures  5  and  7  contain  the  age-earnings  plots  for 
these  "truncated"  regressions,  and  Figures  6  and  8  con¬ 
tain  the  "untruncated"  age-earnings  plots,  for  com¬ 
parison.  Again,  the  only  discernible  difference  is  for 
officer  separatees,  for  whom  the  estimated  earnings  are 
lower  in  Figure  5  than  in  Figure  6.  This  is  not  sur¬ 
prising  since  the  highest  earnings  level  that  can  be 
obtained  is  $95,925,  rather  than  $150,000.  Figures  9 
and  11  show  the  time  since  separation  effect  for  dif¬ 
ferent  LOS  groups  with  the  truncation,  and  can  be  com¬ 
pared  to  Figures  10  and  12.  The  results  again  are  that 
for  officer  separatees,  the  estimated  earnings  differ¬ 
entials  are  lower,  as  shown  by  the  lower  curves  on 
Figure  9  compared  to  those  on  Figure  10. 
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Table  VII-5 

OPPICIR  HALE  SEPARATEES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS*:  SATA  SETS 
TRUNCATED  AT  875,000 

aaaiBi  v«n«6i«« 

Conatant 

Length  of  Servian: 

LOS  5 


•  3*139 
(249) 


•  868 
(101) 
36* 


Education: 

Lots  than  12  year* 

12  to  15  yaara 


Tiaa  Since  Separation: 
0-1  yaara 


•  26,492 
(2204) 
0.2* 

•  3399 
(397) 
10* 


a  .6648 
(407) 

9* 


2-3  yaara 


A  -  6  yaara 


Taara  In  Laat  Grade  Leaa 
Naan  Tine  In  Laat  Grade 


Race:  Black 


Pay  Grade  1:  0-5  and 

Above  for  LOS  leaa 
than  17 

Pay  Grade  2:  0-5  and 

Above  for  LOS  freater 
than  or  equal  to  17 


Dependant  Variable  Mean 
Mean  Cenaua  Earning* 


Regreaalon  nodal  with  the  dependent  variable  calculated  aa  the 
dlffarenoe  between  aeparateea*  aotual  earning*  (adjuated  to  1982 
dollar*  with  the  BCD  and  aatlaated  earning*.  Eatlnatad  earning* 
are  baaed  on  regreaalon  ooefflolenta  fron  Cenaua  data  for  full- 
tloe,  sale  veteran*  with  earning*  greater  than  86,000. 


•  -443 
(82) 
0 


•  34225 

(551) 

4* 

•  20028 
(9544) 

0.01* 
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Tabla  VII-6 

OFFICER  HALE  RETIREES  1961  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS*:  DATA  SETS 
TRUNCATED  AT  675,000 


Independent  lirlrtlM 
Constant 


Length  of  Service  Aftsr 
Ratlrsosnt  Eligibility 


education: 

Laos  than  12  yaara 


12  to  15  years 


Tins  Slnoa  Separation: 
0-1  years 


2-3  yaara 


A  -  6  years 


Tears  In  Last  Grade  Less 
Mean  Tlae  In  Last  Orade 


Race:  Black 


Pay  Grade:  O-A  and  Below 


•  -2957 
(253) 


-239 

(36) 

3.1  years 


•  8200 
(391) 

281 


•  4028 
(586) 

31 

•  -7156 
(328) 
*01 
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Dependant  Variable  Mean 
Naan  Census  Earnings 


Regression  oodel  with  the  dependent  variable  calculated  as  the 
difference  between  retirees '  aotual  earnings  (adjusted  to  1982 
dollars  with  the  ECI),  and  estimated  earnings.  Estimated  earnings 
are  based  on  regression  coefficients  froa  Census  dsta  for  full- 
tlae,  aale  veterans  with  earnings  greater  than  16,000. 
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Table  VII- 7 


i 


ENLISTED  MALE  SEPARATEES  1981  POST-SERVICE  EARNINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS*:  DATA  SETS 
TRUNCATED  AT  $75,000 


Independent  jifUMu 


Length  of  Sorvlco: 


•  1571 
(107) 


•  -865 

(36) 

31* 

•  -958 

(47) 

21* 


Education: 

Less  than  12  yaara 


Graatar  than  15  yaara 


Tlae  Since  Separation: 
0  -  1  yaara 


2-3  years 


*  -  6  years 


Tears  In  Last  Grade  Less 
Mean  Tine  In  Last  Grade 


Pay  Grade  1:  E-7  and  Above 

for  LOS  less  than  17 


Pay  Grade  2:  E-7  and  Above 

for  LOS  greater  than 
or  equal  to  17 


Dependent  Variable  Mean 
Mean  Census  Earnings 


Negreaalon  Nodal  with  the  dependent  variable  calculated  as  the 
difference  between  separatees’  actual  earnings  (adjusted  to  1982 
dollars  with  the  ECI)  and  est lasted  earnings.  Eat  lasted  earnings 
are  baaed  on  regression  coefficients  froa  Census  data  for  full- 
tlae,  aale  veterans  with  earnings  greater  than  $6,000. 


•  1018 
(105) 
23* 

•  #55 
(95) 
33* 


•  3178 
(85) 
3#* 


•  5290 
(728) 
0.5* 
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Table  VII-6 


(■LISTED  MALE  EETIREES  1961  POST-SERVICE  EARRINGS 
RELATIVE  TO  CENSUS  COUNTERPARTS*:  DATA  SETS 
TRUNCATED  AT  $75,000 


Independent  Vtrltblee 


•  -6309 
(115) 


Length  of  Service  After 
■etlreaent  Ellglbllltp 


•  -3»9 

(IT) 

2.6  pair • 


Education: 


Laaa  than  12  yaara 


Oraatar  than  15  yaara 


-6181 

(»8T7) 

0.01* 


Tlaa  Slnca  Saparatlon: 


0-1  yaara 


2-3  yaara 


a  -670 
(125) 
20* 


A  -  6  yaara 


Taara  In  Laat  Grade  Laaa 
Mean  Tlaa  in  Laat  Grade 


Race:  Black 


•  5638 
(98) 
31* 


Pay  Orade:  B-6  and  Balou 


•  -2319 
(115) 
331 


Dependant  Variable  Mean 


Mean  Canaua  Earnlnga 


Regreaalon  nodal  with  tha  dependant  variable  calculated  aa  the 
difference  batuean  ret Irate'  actual  aarninga  (adjueted  to  1982 
dollara  with  tha  BCD,  and  eatlaatad  aarninga.  Eatlaated  aarninga 
are  baaad  on  regreaalon  ooefflolenta  fron  Canaua  data  for  full- 
tlaa,  aala  vatarana  ulth  aarninga  greater  than  $6,000. 
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As  a  final  investigation  into  the  effects  of  trun¬ 
cating  the  IRS  data  at  $95,925  in  1982  dollars,  we  cal¬ 
culated  the  present  values  of  the  earnings  streams 
represented  in  Figure  5,  similar  to  those  presented  in 
Chapter  IV.  The  effect,  as  could  be  predicted  from 
Figure  5,  was  to  lower  the  present  value  of  the  eight- 
year  LOS  career  path  relative  to  the  other  career 
paths,  so  that  even  at  a  discount  rate  of  1 0% ,  a  30- 
year  length-of-service  career  path  had  the  highest  pre¬ 
sent  value  once  the  military  career  was  chosen.  Before 
entering  the  service  (at  age  23)  ,  the  Census  average 
earnings  stream  had  a  higher  present  value  than  any  of 
the  other  career  paths.  These  results  are  not  surpris¬ 
ing,  since  the  effect  of  truncating  earnings  greater 
than  $95,925  to  $95,925  is  to  lower  these  earnings 
relative  to  the  others  in  the  sample.  This  tends  to 
lower  the  eight-year  LOS  officers’  earnings  relative  to 
the  rest  of  the  sample  since  they  had  the  highest  wage 
and  salary  earnings  in  the  IRS  sample. 


Because  of  these  problems  in  interpreting  the  bias 
of  the  results  when  the  IRS  sample  is  truncated  below 
$150,000,  we  have  presented  both  sets  of  results. 


Finally,  we  used  the  IRS  data  base  to  estimate  a 
model  similar  to  that  of  Goldberg  and  Warner  as  de¬ 
scribed  in  their  paper  "Earnings  of  Military  Veterans." 
Our  specification  uses  the  natural  logarithm  of  ECI- 
adjusted  earnings  as  the  dependent  variable.  The  esti¬ 
mation  results  are  presented  in  Tables  VII-9  through 
VII-12  below.  This  type  of  model  is  designed  to  answer 
a  different  set  of  questions  from  our  model  of  earnings 
differentials,  since  it  analyzes  the  sources  of  varia¬ 
tion  in  post-service  earnings  within  a  group  of  former 
military  members  who  separated  in  the  same  year  but  had 
different  military  characteristics.  Our  IRS  sample 
seems  to  confirm  the  results  they  found  for  enlisted 
personnel.  The  model  presented  in  this  report,  how¬ 
ever,  is  designed  more  to  analyze  the  relationship  (and 
the  military  characteristics'  determinants  of  that 
relationship)  of  former  military  members'  earnings  to 
the  labor  market  into  which  they  enter  upon  separation 
or  retirement. 
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APPENDIX  VIII:  LONGITUDINAL  DISTRIBUTION  OF  EARNINGS 


The  tables  in  this  appendix  present  longitudinal  distribu¬ 
tions  of  earnings  by  length  of  service  and  education  for  those 
working  full  time.  The  length  of  service  categories  are  0-4 
years,  5-8  years  and  9-19  years  for  separatees,  and  20-24  years, 
25-29  years  and  30  or  more  years  for  retirees.  The  education 
categories  for  all  groups  are  less  than  12  years,  12  to  15  years 
inclusive,  and  greater  than  15  years.  In  these  tables  a 
indicates  a  cell  with  no  observations. 

Tables  VIII-5,  VIII-6,  VIII-11,  and  VIII-12  are  similar  to 
Tables  38-41  of  Chapter  VI.  The  tables  presented  here  include 
all  individuals  in  our  four  analysis  groups,  not  just  those 
working  full  time. 
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TABLE  VIII- 1 


LONGITUDINAL  DISTRIBUTION  OF  EARNINGS  BY  LENGTH  OF  SERVICE 
OFFICER  MALE  SEPARATEES  WORKING  FULL  TIME 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  1973  SSA  MAXIMUM 


Year  of  Earnings 

Year  of 

Separation  1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1972 

0-4  years  LOS  68 

74 

78 

80 

82 

84 

65 

87 

87 

5-8  years  LOS  64 

68 

75 

78 

81 

83 

83 

86 

85 

9-19  years  LOS  51 

56 

60 

65 

66 

70 

72 

73 

74 

1973 

68 

72 

75 

80 

84 

86 

87 

88 

66 

71 

76 

80 

84 

85 

85 

86 

49 

50 

54 

56 

62 

63 

65 

67 

1974 

69 

71 

78 

81 

84 

85 

86 

67 

72 

75 

80 

81 

85 

84 

54 

54 

59 

61 

64 

68 

73 

1975 

64 

69 

74 

79 

82 

83 

65 

67 

73 

77 

82 

82 

45 

53 

56 

59 

62 

69 

1976 

66 

70 

75 

80 

83 

67 

74 

79 

83 

87 

67 

71 

72 

78 

78 

1977 

65 

71 

76 

78 

70 

79 

83 

84 

68 

75 

77 

80 
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TABLE  VI II- 2 

LONGITUDINAL  DISTRIBUTION  OF  EARNINGS  BY  EDUCATION 
OFFICER  MALE  SEPARATEES  WORKING  FULL  TIME 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  1973  SSA  MAXIMUM 


Tear  of  Earnings 


Tear  of 


Separation  1973 

1974 

1975 

1976 

1977 

1978 

1979 

I960 

1981 

1972 

EDLT12  years 

0 

0 

0 

0 

0 

0 

0 

0 

100 

ED12-15  years 

35 

in 

44 

48 

52 

55 

58 

61 

61 

EDGT15  years 

68 

73 

78 

81 

82 

85 

85 

87 

87 

1973 

100 

67 

67 

67 

67 

67 

100 

67 

36 

39 

44 

47 

56 

56 

56 

61 

69 

73 

77 

81 

84 

86 

87 

68 

1974 

0 

100 

100 

100 

100 

0 

0 

46 

48 

58 

62 

64 

65 

74 

67 

69 

74 

78 

80 

63 

64 

1975 

89 

90 

92 

68 

94 

95 

37 

41 

48 

49 

56 

62 

62 

67 

72 

76 

60 

61 

1976 

100 

100 

100 

100 

100 

46 

46 

47 

57 

65 

68 

73 

78 

62 

64 

1977 

_ 

_ 

„ 

44 

55 

56 

57 

69 

76 

60 

82 

1978 

0 

0 

46 

57 

64 

72 

79 

81 
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TABLE  VIII-3 


LONGITUDINAL  DISTRIBUTION  OF  EARNINGS  M  LENGTH  OF  SERVICE 
OFFICER  MALE  RETIREES  WORKING  FULL  TIME 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  1973  SSA  MAXIMUM 


Year  of  Earnings 


Year  of 

Separation  1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1972 

20-24  yra.  LOS  55 

63 

64 

66 

66 

68 

70 

69 

69 

25-29  yrs.  LOS  55 

63 

62 

63 

63 

66 

65 

67 

66 

30  yrs.  LOS  53 

59 

60 

59 

63 

62 

63 

65 

66 

1973 

59 

63 

65 

67 

71 

70 

71 

71 

60 

62 

62 

67 

64 

66 

66 

69 

60 

61 

66 

62 

63 

66 

65 

72 

1974 

59 

60 

64 

66 

66 

70 

70 

61 

61 

63 

64 

64 

67 

68 

68 

63 

62 

64 

64 

63 

67 

1975 

56 

61 

66 

67 

69 

71 

57 

59 

62 

62 

64 

65 

64 

66 

67 

65 

71 

68 

1976 

57 

63 

67 

69 

71 

58 

64 

64 

67 

67 

54 

63 

60 

65 

65 

1977 

64 

67 

71 

72 

60 

65 

68 

71 

55 

61 

66 

63 

1978 

67 

72 

73 

66 

72 

73 

62 

68 

67 

1979 

72 

75 

72 

74 

63 

69 
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TABLE  VIII-4 

LONGITUDINAL  DISTRIBUTION  OF  EARNINGS  BY  EDUCATION 
OFFICER  HALE  RETIREES  WORKING  FULL  TIME 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  1973  SSA  MAXIMUM 


Year  of  Earnings 


Year  of 
Separation 

1973 

1974 

1972 

EDLT12  years 

H3 

67 

EDI 2-1 5  years 

46 

54 

EDGT15  years 

60 

67 

1973 

75 

4B 

66 

1975  1976 


A  +  ■  * 

'  «  *  t  f  a  *  ■  *  > 


i  '■ 

•r  :■ 

>  ’  U  *  *  ’  4  •  *  *  -  *  -  *■  . 

'  ~  ^  *  -4«-»  *«*.  '  *  *  * 


*  •  -i  -  *  o  •  *  *  4  -  "  •« 

..  *>  •  *  v>  -  v  V 

/  V  .*  .*  V  .•  .*  V  *> 


.V**> 


•  v.v  •  • 


fy  '  ••  '’r*^vr* 

*V-V  /v  v 
■A  .  •  AA  v 


i. «  -  .  -  -  *  -  -  .  •  *  -  -  *  • 

>**  ■*  ■  a  4  •  •  *  v  » 

V-.  .V-Y. 

’  *  •  v*--  ■••****  • 

Ei-igtfF^iWrptU1^ 


«  -  •  -  "  ■  “  «*  -  >  •. 

V  •*  V  V  V  ’-*•  */  / 


“  w  •  AA  -  v  .* 
“  -  *  •  *  A  O  V  «/  % 

-  -  v  ',‘S/v/  V  V  / 


APPENDIX  Q 

"t .  %  .  t  *r  ■.  \ . .  V 

v,\v ••ycfrC  *1  v %! 

•  '.A  ‘  .  ^ 


8hw»0»»  9$ 


TABLE  VXII-5 

LONGITUDINAL  DISTRIBUTION  OF  BiaMTUrcs 
ALL  OFFICER  MALE  SEPARATEES 
PERCENT  KITH  EARNINGS  AT  (»  ABOVE  1973  SSA  MAXIMUM 


Year  of  Earnings 


Yaar  of 


1973 

197*1 

1975 

1976 

39 

48 

53 

57 

41 

45 

51 

39 

45 

34 

1979  I960  1981 
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TABLE  VIII-6 

LONGITUDINAL  DISTRIBUTION  OF  EARNINGS 
ALL  OFFICER  HALE  RETIREES 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  1973  SSA  MAXIMUM 


Tear  of  Earnings 


Year  of 
Separation 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

I960 

1981 

1972 

24 

30 

29 

30 

31 

31 

31 

30 

27 

1973 

28 

29 

31 

33 

34 

33 

33 

30 

1974 

26 

29 

32 

33 

33 

33 

30 

1975 

24 

29 

32 

33 

34 

32 

1976 

28 

33 

36 

37 

36 

1977 

32 

38 

39 

38 

1978 

37 

41 

41 

1979 

41 

43 

1980 

40 
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LONGITUDINAL  DISTRIBUTION  OP  EARNINGS  BY  LENGTH  OP  SERVICE 
ENLISTED  HALE  SEPARATEES  WORKING  FULL  TIME 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  1973  SSA  MAXIMUM 


Year  of  Earnings 


Year  of 
Separation 


1972 

0-4  years  LOS  28 
5-8  years  LOS  28 
9-19  years  LOS  24 


1974 

1975 

1976 

1977 

1978 

1979 

36 

36 

40 

44 

47 

50 

37 

34 

37 

40 

43 

46 

33 

31 

33 

34 

38 

40 

29 

32 

36 

39 

43 

47 

28 

30 

36 

37 

40 

43 

24 

25 

28 

30 

33 

35 

21 

25 

30 

36 

40 

25 

29 

33 

37 

40 

22 

27 

29 

32 

33 

18 

25 

32 

35 

22 

28 

34 

39 

20 

25 

30 

33 

20 

26 

33 

22 

31 

36 

24 

30 

34 

20 

26 

27 

34 

28 

34 

22 

29 

33 
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TABLE  VIII-8 


1 
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LONGITUDINAL  DISTRIBUTION  OF  EARNINGS  BY  EDXATION 
ENLISTED  MALE  SEPARATEES  WORKING  FULL  TIME 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  1973  SSA  MAXIMUM 


Year  of  Earnings 


Year  of 

Separation  1973 

1974 

1975 

1976 

1977 

1976 

1979 

1980 

1961 

1972 

EDLT12  years  23 

31 

30 

32 

35 

38 

40 

40 

39 

ED  12-1 5  years  29 

38 

36 

39 

43 

46 

49 

50 

49 

EDGT15  years  33 

60 

50 

67 

83 

83 

100 

67 

83 

1973 

23 

26 

28 

30 

34 

38 

37 

36 

29 

31 

36 

38 

41 

45 

45 

47 

57 

57 

57 

71 

67 

67 

67 

71 

1974 

20 

23 

26 

31 

33 

33 

33 

24 

30 

33 

38 

41 

42 

43 

0 

0 

33 

0 

0 

0 

0 

1975 

15 

23 

28 

30 

31 

32 

22 

26 

34 

38 

41 

42 

33 

43 

62 

56 

56 

44 

1976 

17 

24 

30 

29 

28 

24 

31 

36 

38 

40 

0 

33 

50 

33 

33 

1977 

21 

26 

28 

29 

26 

33 

3b 

36 

60 

78 

89 

100 

1978 

22 

2o 

26 

30 

35 

37 
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TABLE  VIII-9 

LONGITUDINAL  DISTRIBUTION  OF  EARNINGS  BY  LENGTH  OF  SERVICE 
ENLISTED  MALE  RETIREES  WORKING  FULL  TIME 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  1973  SSA  MAXIMUM 


Year  of  Earnings 


Year  of 
Separation 


1972 

20-24  yrs.  LOS  22 
25-29  yrs.  LOS  13 
30  +  yrs.  LOS  15 


1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

31 

31 

35 

37 

39 

42 

43 

43 

20 

21 

24 

26 

25 

29 

28 

31 

18 

19 

23 

23 

23 

28 

27 

28 

24 

28 

32 

35 

38 

40 

41 

42 

19 

21 

23 

26 

28 

30 

32 

34 

18 

18 

20 

22 

26 

27 

31 

31 

22 

29 

33 

36 

39 

41 

42 

17 

22 

25 

29 

32 

34 

35 

11 

16 

18 

22 

24 

27 

31 

20 

26 

33 

38 

40 

42 

17 

23 

29 

28 

33 

37 

16 

26 

28 

29 

30 

34 

24 

33 

37 

40 

41 

17 

24 

27 

31 

35 

21 

27 

29 

31 

33 

26 

33 

38 

42 

24 

30 

35 

38 

22 

33 

33 

39 

30 

37 

41 

24 

32 

34 

23 

31 

35 
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TABLE  VIII-10 


I 


LONGITUDINAL  DISTRIBUTION  OF  EARNINGS  BY  EDUCATION 
ENLISTED  MALE  RETIREES  WORKING  FULL  TIME 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  1973  SSA  MAXIMUM 


Year  of  Earnings 


Tear  of 

Separation  1973 

1979 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1972 

EDLT12  years  17 

25 

25 

28 

30 

32 

35 

36 

36 

0)12-15  years  21 

29 

30 

33 

36 

37 

91 

90 

92 

EDGT15  years 

- 

- 

- 

- 

- 

- 

- 

- 

1973 

20 

29 

27 

31 

33 

35 

35 

38 

29 

27 

31 

39 

37 

36 

91 

91 

197») 

19 

25 

26 

33 

36 

36 

39 

21 

28 

32 

35 

38 

39 

90 

1975 

21 

26 

33 

37 

39 

Ml 

19 

26 

32 

36 

39 

Ml 

1976 

22 

33 

39 

37 

38 

23 

31 

36 

38 

MO 

1977 

26 

32 

37 

92 

25 

33 

38 

92 

1978 

29 

37 

39 

28 

36 

39 
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TABLE  VIII- 11 

LONGITUDINAL  DISTRIBUTION  OF  EARNINGS 
ALL  ENLISTED  MALE  SEPARATEES 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  1973  SSA  MAXIMUM 


Year  of  Earnings 


Year  of 
Separation 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1972 

8 

12 

12 

16 

18 

22 

24 

24 

24 

1973 

8 

9 

12 

16 

19 

21 

22 

22 

1974 

6 

9 

12 

15 

18 

18 

18 

1975 

5 

9 

13 

16 

17 

17 

1976 

6 

10 

14 

15 

15 

1977 

8 

12 

14 

15 

1978 

10 

13 

13 

1979 

9 

11 

I960 

8 
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TABLE  Till- 12 


LONGITUDINAL  DISTRIBUTION  OF  EARNINGS 
ALL  ENLISTED  HALE  RETIREES 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  1973  SSA  MAXIMUM 


Xanr  of  Earnings 


Taar  of 
Separation 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

I960 

1981 

1972 

6 

9 

9 

11 

12 

13 

14 

13 

12 

1973 

7 

8 

10 

11 

13 

13 

13 

13 

1974 

6 

8 

10 

12 

13 

14 

13 

1975 

5 

9 

12 

13 

14 

14 

1976 

7 

12 

14 

15 

15 

1977 

9 

13 

14 

16 

1978 

11 

14 

15 

1979 

12 

15 

1980 

11 
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LONGITUDINAL  DISTRIBUTION  OF  EARNINGS 
ENLISTED  MALE  SEPARATEES  WORKING  FULL  TIME 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  $15,000 


Tear  of  Earnings 


Tear  of 


1973 

197  A 

1975 

1976 

61 

69 

66 

68 

61 

62 

65 

52 

56 
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TABLE  VIII- 14 


‘a 


LONGITUDINAL  DISTRIBUTION  OF  EARNINGS 
ENLISTED  HALE  RETIREES  WORKING  FULL  TIME 
PERCENT  WITH  EARNINGS  AT  OR  ABOVE  $15,000 


Year  of  Earnings 

Year  of 
Separation 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1972 

53 

62 

62 

65 

66 

67 

68 

68 

68 

1973 

56 

59 

62 

65 

66 

68 

69 

70 

197« 

51 

60 

62 

66 

68 

69 

69 

1975 

47 

57 

62 

66 

68 

70 

1976 

50 

61 

65 

68 

70 

1977 

53 

62 

68 

70 

1978 

59 

66 

68 
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